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Financial  Highlights 


The  May  Department  Stores  Company 


(millions,  except  per  share) 

Fiscal  1980 

Fiscal  1979 

Increase 

Net  sales 

$3,150 

$2,957 

6.5% 

Net  earnings 

$  117 

$  113 

3.3% 

Net  earnings  per  share 

$  4.01 

$  3.90 

2.8% 

Dividends  per  common  share 

$  1.50^2 

$  1.37 

9.9% 

Return  oii  common  stockholders’ 
beginning  investment 

14.5% 

15.6% 

The  May  Department  Stores  Company  is  one  of 
the  largest  retailers  in  the  United  States.  Our 
principal  lines  of  retail  business  are  quality  full¬ 
line  department  stores,  discount  stores  and  self- 
service  family  shoe  stores.  Through  our  subsid¬ 
iaries,  we  are  one  of  the  largest  national 
developers  and  operators  of  shopping  centers.  In 
addition,  we  operate  a  trading  stamp  company. 

We  employ  66,000  people  in  the  39  states  in 
which  we  operate.  Our  operating  divisions  and 
subsidiaries  are  listed  on  page  40  of  this  report. 

From  New  England  to  the  West  Coast,  our  133 
department  stores  serve  market  areas  with  more 
than  37  million  people.  These  stores  are  operated 
by  11  department  store  divisions  in  14  states  and 
the  District  of  Columbia  under  the  following  well- 
established  trade  names;  May  Co.,  California;  The 
Hecht  Co.,  Washington-Baltimore;  Famous-Barr 
Co.,  St.  Louis;  Kaufmann’s,  Pittsburgh;  The  May 
Co.,  Cleveland;  Meier  &  Frank,  Oregon;  G.  Fox 
&  Co.,  Hartford;  The  M,  O’Neil  Co.,  Akron;  May- 
D&F,  Colorado;  Strouss,  Youngstown;  and  May- 
Cohens,  Florida.  Each  department  store  division 
has  a  leading  position  in  its  market  area. 

Venture,  our  discount  store  division,  has  40 
stores  in  Chicago,  St.  Louis,  and  Kansas  City,  and 
five  others  in  smaller  cities  in  the  Midwest. 
Venture  offers  to  the  12  million  people  in  its 
trading  areas  a  well-balanced  mix  of  apparel, 


accessories,  personal  care,  houseware,  auto¬ 
motive,  domestic,  home  entertainment  and  rec¬ 
reational  items  at  competitive  prices. 

The  merger  with  Volume  Shoe  Corporation 
in  1979  marked  our  entry  into  specialty  retailing. 
Volume  Shoe  is  the  largest  chain  of  self-service 
family  shoe  stores  in  the  United  States.  At  the 
close  of  1980,  Volume  Shoe  had  978  stores  in 
34  states,  most  operating  under  the  trade  name 
Payless  ShoeSource.  Volume  Shoe  opened  its 
1,000th  store  in  March  1981.  Volume  Shoe  stores 
carry  a  complete  line  of  quality  footwear  at  value- 
oriented  prices. 

May  Centers,  Inc.,  a  wholly-owned  subsidiary, 
is  one  of  the  largest  national  developers  and 
operators  of  shopping  centers.  May  Centers  owns, 
has  a  partnership  interest  in  or  operates  24  shop¬ 
ping  centers  which  are  located  in  10  states.  May 
Centers  also  has  a  50%  partnership  interest  in 
and  operates  Parklabrea,  a  176-acre,  planned 
community  development  which  includes  4,253 
residential  units  in  Los  Angeles. 

Eagle  Stamp  Company,  which  operates  in 
nine  states,  is  the  second  oldest  and  one  of  the 
largest  and  most  successful  of  the  trading  stamp 
companies  in  the  United  States.  It  is  unique  in 
the  trading  stamp  business  in  that  customers 
receiving  stamps  redeem  them  directly  from  the 
issuing  merchants. 
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To  Our  Stockholders'. 


The  May  Department  Stores  Company  in  1980 
achieved  record  levels  of  sales,  earnings  and 
dividends.  These  results  \were  attained  notwith¬ 
standing  a  difficult  economic  environment  which 
included  credit  controls,  recession,  inflation, 
high  unemployment,  roller  coaster  interest  rates 
and  a  LIFO  charge  significantly  higher  than  the 
prior  year.  However,  these  results  did  not  reach 
our  corporate  sales  and  earnings  objectives. 

Our  sales,  earnings  and  dividends  for  1980 
were  as  follows: 

•  Annual  sales  exceeded  $3  billion  for  the 
first  time,  increasing  6.5%  to  $3.15  billion. 
Thefourthquarterwasourfirst  billion  dollar 
quarter. 

•  Net  earnings  per  share  exceeded  $4  for  the 
first  time,  increasing  2.8%  to  $4.01. 

•  The  annual  common  stock  dividend  was  in¬ 
creased  during  1980  to  $1.54  per  share.  We 
recently  announced  a  new  annual  rate  of 
$1.70  per  share,  up  10.4%,  effective  with  the 
June  15, 1981  quarterly  payment.  This  is  the 
sixth  consecutive  year  we  have  increased 
ourdividend. 


Reported  earnings  reflect  a  reduction  of  38C 
per  share  resulting  from  the  use  of  the  LIFO 
method  of  inventory  valuation  in  1980,  as  com¬ 
pared  with  a  LIFO  earnings  reduction  in  1979 
of  25C  per  share.  A  more  detailed  explanation  of 
the  effect  the  use  of  LI FO  has  had  on  our  reported 
earnings  appears  in  the  "Financial  Review" 
section  beginning  on  page  17. 

1980  earnings  decreased  by  4C  per  share  due 
to  a  change  in  the  method  of  accounting  for 
vacation  pay,  which  was  the  result  of  our  early 
implementation  of  a  recent  accounting  state¬ 
ment.  1979  earnings  have  been  restated  to  reflect 
such  change,  resulting  in  a  decrease  of  3C 
per  share. 

In  the  fourth  quarter  of  1980,  we  completed 
significant  financing  and  real  estate  transactions 
with  The  Prudential  Insurance  Company  of 
America.  We  formed  a  partnership  to  own  and 
operate  six  major  regional  shopping  centers 
which  we  formerly  owned.  As  a  result  of  the 
transaction,  we  recognized  mortgage  proceeds 
of  $75  million  and  an  aftertax  gain  of  35C  per 
share,  while  we  retained  a  50%  interest  in  the 
partnership  and  continue  to  operate  the  six 


Bloostein,  John  W.  Boyle,  David  C.  Farrell  and  Raymond  L.  Klauer 
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centers.  The  transactions  are  part  of  our  ongoing 
plan  to  make  productive  use  of  the  appreciation 
of  our  very  significant  real  estate  assets. 

Also,  a  29C  per  share  write-down  was  recorded 
in  the  fourth  quarter  of  1980  to  reduce  the  carry¬ 
ing  value  of  our  interest  in  Consumers  Distribut¬ 
ing  Company  Limited  (CDC).  As  a  result  of  the 
write-down,  our  recorded  investment  approxi¬ 
mates  the  estimated  market  value  of  our  interest 
in  CDC  at  year-end. 

The  holiday  season  in  the  fourth  quarter, 
spurred  by  a  late  surge  in  buying,  resulted  in 
our  first  billion  dollar  quarter.  Sales  for  the 
fourth  quarter  were  $1.05  billion,  up  6.5%  from 
1979.  Net  earnings  for  the  quarter  were  $67  mil¬ 
lion,  or  $2.30  per  share,  up  io.6%  from  1979. 
LIFO  reduced  the  fourth  quarter  earnings  by  IIC 
per  share,  compared  with  4C  per  share  in  1979. 
Financial  Strength 

We  reported  a  strong  financial  position  in  1979 
and  are  pleased  to  report  an  even  stronger  one 
at  the  end  of  1980.  One  element,  cash  flow,  has 
become  an  increasingly  important  standard  by 
which  a  company’sfinancial  stren^h  is  measured. 
Our  1980  operating  cash  flow  increased  $8 
million  over  1979,  to  $192  million.  We  continue 
to  be  the  leader  among  the  large  retailers  in  cash 
flow  as  a  percent  of  sales. 

Cash  and  marketable  securities  at  year-end 
totalled  $140  million,  compared  with  $83  million 
at  the  end  of  1979. 

Our  conservative  financial  policies  have 
provided  an  important  protection  against  high 
interest  rates.  Net  interest  expense  actually 
declined  in  1980,  a  year  of  high  interest  peaks, 
and  has  remained  nearly  constant  the  last  three 
years. 

Operations 

Our  133  department  stores  reported  sales  of  $2.4 
billion  for  1980,  up  5.8%  over  1979,  and  operat¬ 
ing  earnings  of  $222  million,  down  2.5%  from 
1979.  These  operating  earnings  were  affected  by 
an  increase  in  the  LIFO  provision  for  these  stores 
from  $9.5  million  in  1979to  $17.0  million  in  1980. 
Department  stores  accounted  for  75%  of  our 
retail  sales  and  76%  of  our  operating  earnings. 

Our  45  Venture  discount  stores  reported  sales 
of  $561  million  for  1980,  up  4.6%  over  1979,  and 
operating  earnings  of  $12  million,  a  significant 
improvement  from  the  depressed  levels  of  1979. 
Venture’s  operating  earnings  were  also  affected 
by  an  increase  in  the  LIFO  provision  from  $4.7 
million  in  197^1  to  $5.2  million  in  1980.  Venture 
stores  accounted  for  18%  of  our  retail  sales  and 
4%  of  our  operating  earnings. 


Volume  Shoe  stores  reported  sales  of  $230 
million  for  1980,  up  20.5%  over  1979,  and  opera¬ 
ting  earnings  of  $29  million,  up  2.2% over  1979. 
Its  978  stores  accounted  for  7%  of  our  retail 
sales  and  10%  of  our  operating  earnings. 

Operating  earnings  of  May  Centers  in  1980 
were  $28  million,  up  from  $12  million  in  1979 
primarily  as  a  result  of  the  financing  and  real 
estate  transactions  with  Prudential  described 
above.  Cash  flow  from  May  Centers'  operations 
increased  to  $21.7  million  in  1980,  from  $8.9 
million  in  1979. 

Management  and  Board  Changes 

Allan  J.  Bloostein  was  appointed  vice  chairman, 
department  stores.  Mr.  Bloostein  had  served  as 
president  and  chief  executive  officer  of  The 
Hecht  Co.  department  store  division  for  10  years. 
He  was  elected  to  our  board  in  June,  1980. 

Dr.  Murray  L.  Weidenbaum,  who  joined  our 
board  in  1978,  has  been  appointed  by  President 
Ronald  Reagan  as  chairman  of  the  President’s 
Council  of  Economic  Advisers.  Coincident  with 
this  appointment.  Dr.  Weidenbaum  resigned  as  a 
director.  Dr.  Weidenbaum  made  many  significant 
contributions  to  our  success  during  his  service 
as  a  director. 

Outlook 

Our  solid  financial  strength  and  positioning  with 
three  key  retail  lines  of  business  will  allow  us  to 
take  advantage  of  opportunities  in  1981  and 
through  the  Eighties.  We  are  hopeful  that,  in 
1981,  consumer  confidence  will  be  on  the  up¬ 
swing,  the  rate  of  inflation  will  decelerate  and 
the  general  economy  will  improve. 

We  are  fortunate  to  have  management  and  a 
staff  of  employees  whose  dedication  makes  our 
company  one  of  the  country’s  great  retailers.  We 
are  also  most  grateful  for  the  continued  support 
of  our  stockholders,  customers  and  suppliers. 


David  C.  Farrell,  President  and  Chief  Executive  Officer 

John  W.  Boyle,  Chairman  of  the  Board 


April  17, 1981 
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Department  Stores 


Our  department  stores  reported  $2.36  billion  in 
sales  for  1980,  75%  of  our  retail  sales.  These 
stores  constitute  one  of  the  largest  quality  de¬ 
partment  store  groups  in  the  United  States. 
Department  store  sales  for  1980  were  up  5.8% 
over  1979  sales  of  $2.23  billion. 

Operating  earnings  were  $222  million  in 
1980,  compared  to  $227  million  the  prior  year. 

Department  store  results  were  affected  by  an 
increase  in  our  UFO  provision  for  department 
stores,  which  was  up  $7.5  million  to  $17  million 
for  1980. 

During  1980,  five  new  department  stores  were 
opened,  at  a  cost  of  $45  million,  adding  672,000 
square  feet  of  retail  space,  as  follows:  a  G.  Fox 
&  Co.  store  in  Flolyoke,  our  first  store  in 
Massachusetts;  two  May  Co.,  California  stores, 
one  in  Pasadena  and  one  in  Sherman  Oaks;  a 
Meier  &  Frank  store  in  Clackamas,  Ore.;  and  a 
Hecht  Co.  store  in  Fair  Oaks,  Va.  In  addition,  $10 
million  was  spent  on  remodeling  existing  stores. 
At  the  end  of  fiscal  1980,  our  133  department 
stores  occupied  29  million  square  feet  of  retail 
space.  The  distribution  of  our  department  store 
divisions  by  number  of  stores  and  square  footage 
is  shown  on  page  9. 

During  1981,  our  department  store  expansion 
plan  will  add  690,000  square  feet  of  retail  space 
with  the  opening  of  five  new  stores,  one  store 
replacement  and  one  store  expansion.  Two  of 
the  new  stores  were  opened  during  the  1981  first 
quarter  in  Cape  Girardeau,  Mo.  for  Famous-Barr 
Co.,  and  in  National  City,  Calif,  for  May  Co., 
California.  The  additional  stores  to  be  opened 
later  in  1981  are  in  Bel  Air,  Md.  for  The  Hecht 
Co.;  in  St.  Charles,  Mo.  for  Famous-Barr  Co.; 
and  in  Los  Angeles,  Calif,  for  May  Co.,  California. 
The  replacement  will  be  for  the  Laurel,  Md.  store 
of  The  Hecht  Co.  and  theexpansionwill  beforthe 
Regency  Square  store  of  May-Cohens,  Florida. 


Expansion  plans  through  1985  provide forthe 
addition  of  four  to  five  stores  annually,  which 
will  add  a  total  of  approximately  four  million 
square  feet  of  retail  space. 

Each  of  the  11  department  store  operating 
divisions  has  a  leading  position  in  its  market 
area.  These  markets  include  33  metropolitan 
areas,  extending  from  Connecticut,  Washington- 
Baltimore  and  Florida  on  the  East  Coast  to  South¬ 
ern  California  and  Oregon  on  the  West  Coast. 

With  strong  store  management,  each  depart¬ 
ment  store  operating  division  emphasizes  mer¬ 
chandising  geared  to  its  particular  market.  This 
focus  on  separate  markets  enables  our  depart¬ 
ment  stores  to  tailor  inventories  with  greater 
accuracy  and  flexibility  than  many  of  our 
competitors. 

We  continue  to  place  great  emphasis  on  assur¬ 
ing  that  the  shopping  environment  is  appealing 
and  that  the  shopping  experience  is  a  creative 
combination  of  fresh  assortments,  outstanding 
values,  honest  and  effective  advertising,  striking 
presentations  and  alert  service. 

In  reaction  to  shifting  demographics  and 
changing  needs  of  the  customer,  our  department 
stores  respond  withfashion,styleand  better 
quality  categories  of  merchandise.  Our  objective 
is  to  establish  fashion  leadership,  which  requires 
a  commitment  to  respond  quickly,  vigorously  and 
boldly  to  the  newest  fashion  developments. 
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All  of  our  department  stores  are  firmly  com¬ 
mitted  to  better  quality  for  1981  and  the  years 
to  come.  In  the  last  two  or  three  years,  the  rates 
of  growth  for  better  sportswear,  fine  china  and 
glass,  embellished  sheets  and  towels,  14K  gold 
with  diamond  insets,  the  better  fragrances, 
leather  handbags  and  footwear,  better  up¬ 
holstered  furniture  and  premium  bedding  have 
exceeded  those  of  lesser  quality  by  three  and 
four  to  one.  The  consumer  has  chosen  to  buy 
fewer,  but  better,  items.  Quality  names  such  as 
Izod,  Ralph  Lauren's  Polo,  Waterford,  Aigner, 
Estee  Lauder,  Nipon,  Dior,  Cardin,  Oscar  de  la 
Renta,  Henredon,  Wamsutta  200’s,  Fieldcrest, 
Martex,  Lenox  and  Doulton  are  performing  ex¬ 
ceptionally  well  in  our  department  stores. 

Our  department  stores  are  also  committed  to 
attaining  dominance  in  classifications  we  have 
identified  as  offering  outstanding  growth  po¬ 
tential,  both  in  depth  and  breadth.  Within  our 
department  stores,  customers  find  reinforcement 
of  our  attention  to  qual  ity  through  graphics,  color, 
audiovisuals  and  point-of-sale  presentations. 

May  Merchandising  Corporation  in  New  York 
works  closely  with  each  department  store  opera¬ 
ting  division.  MMC  provides  early  identification 
of  trends  and  emerging  classifications,  enabiing 
our  department  store  operating  divisions  to  take 
strong  inventory  positions  in  key  merchandise. 
The  European,  Far  East  and  South  American  buy¬ 
ing  talent  of  May  Department  Stores  International, 
Inc.  is  another  important  part  of  our  corporate 
merchandising  program.  MMC  and  MDSI  are 
integral  to  the  flexibility  of  our  department 
stores,  enabling  them  to  respond  quickly  and 
accurately  to  the  many  changes  that  occur  in 
consumer  preferences,  thus  improving  profit¬ 
ability  and  market  position. 

Several  major  shifts  in  consumer  preferences 
are  resulting  from  two  key  demographic  changes; 
"Working  Women”  and  "The  Emerging  Thirties.” 


"Working  Women."  The  number  of  working 
women  continues  to  increase  rapidly,  from  27 
million  in  the  work  force  at  the  start  of  the 
Seventies  to  45  million  expected  by  1985.  These 
women  will  need,  and  our  department  stores  will 
provide,  quality  and  fashionable  ready-to-wear 
and  accessories,  includingsuitableofficeapparel 
and  recreational  sportswear  for  "week-ending,” 
convenience  housewares  such  as  microwave 
ovens  and  food  processors,  and  one-stop 
shopping  provided  by  customized  departments. 

"The  Emerging  Thirties."  A  dramatic  swing  is 
occurring  in  which  the  number  of  people  under 
25  is  deciining  whiie  the  number  over  25  is 
sharply  rising.  During  the  Eighties,  more  than 
60%  of  retaii  purchasing  power  will  be  in  the 
hands  of  people  ages  25-44.  These  singles  and 
young  marrieds  will  need,  and  our  department 
stores  will  provide,  updated  merchandise  at  the 
forefront  of  fashion,  quality  home  furnishings, 
status  labels  and  recreational  merchandise  in¬ 
cluding  electronics  for  home  and  personal  use. 

An  important  emphasis  in  the  Eighties  in  our 
department  stores  will  be  programs  to  enhance 
productivity  in  existing  space,  cost  containment 
and  related  energy  and  data  management.  We 
have  been  among  the  leaders  in  the  retail  industry 
in  the  development  of  new  techniques  for  the 
conservation  of  energy  in  heating,  cooling  and 
lighting. 
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In  the  first  phase  of  our  energy  conserva¬ 
tion  program,  we  have  reduced  kilowatt  consump¬ 
tion  in  our  department  stores  by  28%  since  1973, 
mainly  through  changes  in  our  lighting  and  me¬ 
chanical  equipment.  We  have  now  embarked  on 
a  second  phase,  investing  about  $12  million 
through  1984  in  additional  energy  control  equip¬ 
ment  to  reduce  energy  consumption  further  and 
to  achieve  a  payback,  at  today’s  energy  rates, 
within  two  or  three  years.  By  mid-1982,  extensive 
lightingand  mechanical  retrofits  anda  large 
number  of  energy  management  systems  will  have 
been  installed  in  the  department  stores. 

In  the  last  two  years,  we  installed  private 
computerized  telephone  systems  in  eight  of  the 
department  store  divisions.  The  new  telephone 
systems  are  expected  to  stabilize  telephone  costs 
that  have  been  escalating  rapidly. 

Point-of-sale  terminals  will  be  installed  at 
more  than  90%  of  our  department  stores  by  year- 
end,  allowing  the  recording  and  use  of  improved 
sales  data,  together  with  credit  control  and  operat¬ 
ing  data.  An  additional  step  we  will  take  will 
provide  a  branch  store  communications  network 
for  the  electronic  transmission  and  recording  of 
price  changes  and  merchandise  transfers. 

In  1981,  the  Company  will  invest  approxi¬ 
mately  $1  million  in  other  capital  improvement 
projects,  providing  an  annual  savings  equivalent 
to  the  investment.  In  addition,  expense  reduc¬ 
tion  programs  through  automation  and  increased 
operating  efficiencies  are  projected  to  reduce 
annual  operating  expenses  by  $4  million  to  $5 
million. 

The  Company  continues  to  improve  the  use 
of  its  space.  During  1980,  The  May  Co.,  Cleveland 
operating  division  leased  approximately  90,000 
square  feet  of  retail  space,  the  sixth  floor  of  its 
downtown  store,  to  a  bank.  The  bank  also  pur¬ 
chased  from  May  Co.,  Cleveland  an  adjacent 
100,000  square  foot  building.  The  Company  will 
continue  to  explore  similar  opportunities  to  put 
space  to  its  most  productive  and  profitable  use. 


Our  department  store  space  is  distributed  as 
follows; 

_ 1980  _ 1979 

Department  Store 

Division  Stores  Sq.Ft.*  Stores  Sq.Ft.* 

May  Co.,  California  31  7,371  29  7,181 

The  Hecht  Co., 

Washington-Baltimore  21  4,225  20  4,065 

Famous-Barr  Co., 

St.  Louis  12  3,439  12  3,439 

Kaufmann’s,  Pittsburgh  10  2,589  10  2,589 

The  Mav  Co.,  Cleveland  10  2,938  10  2,938 

Meier  8  Frank,  Oregon  7  1,826  6  1,646 

G.  Fox  &  Co.,  Hartford  8  1,910  7  1,768 

The  M.  O’Neil  Co.,  Akron  10  1,791  10  1,791 

May- D&F,  Colorado  9  1,409  9  1,409 

Strouss,  Youngstown  9  1,056  9  1,056 

May-Cohens,  Florida  _ 6  683  6  683 

Total  133  29,237  128  28,565 

We  will  open,  replace  or  expand  the  following 
department  stores  in  1981: 


Department  Store 

Division  Location  Sq.Ft.* 

May  Co.,  California  National  City,  Calif,  156 

Los  Angeles,  Calif.  117 

The  Hecht  Co., 

Wash.-Balt.  Laurel,  Md.  Replacement  120 

Bel  Air,  Md.  92 

Famous-Barr  Co., 

St.  Louis  Cape  Girardeau,  Mo.  101 

St.  Charles,  Mo.  164 

May-Cohens,  Florida  Regency  Sq.  Expansion  23 


'Building  area  in  thousands  of  square  feet. 
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Venture  Stores 


Venture  stores  reported  $561  million  in  sales  for 
1980, 18%ofour  retail  sales.  Discount  store  sales 
for  1980  were  up  4.6%  over  1979  sales  of  $536 
million. 

Operating  earnings  were  $12  million  in  1980, 
compared  to  $8  million  in  1979. 

Followingabetterfourth  quarter  performance 
in  1980,  as  compared  to  the  same  period  in 
1979,  and  improved  sales  early  this  year,  we 
expect  Venture  to  show  continued  progress  again 
in  1981. 

Only  10  years  old.  Venture  has  attained  signif¬ 
icant  positions  in  three  major  metropolitan 
markets.  It  has  22  stores  in  the  Chicago  market, 
12  stores  in  the  St.  Louis  market  and  six  stores 
in  the  Kansas  City  market.  Five  other  stores  are 
located  in  small  midwestern  cities. 

In  keeping  with  its  commitment  to  provide 
quality  goods  to  its  customers  when  and  where 
the  customer  wants  them.  Venture  substantially 
improved  the  distribution  of  its  merchandise 
through  the  use  of  its  new  Chicago  distribution 
center  and  by  completing  the  installation  of 
point-of-sale  terminals  in  all  its  stores.  These 
steps  will  enable  Venture  to  react  quickly  to  cus¬ 
tomer  responses  to  merchandise. 

Venture’s  commitment  to  quality  is  also  evi¬ 
denced  by  its  carrying  the  name  brand  quality 
products  most  customers  look  for,  such  as  Ingrid, 
Texas  Instruments,  General  Electric,  Garan, 
Panasonic,  Glidden  and  Timex.  Additionally, 
Venture  carries  high  quality  products  packaged 
under  its  own  private  label. 


Throughout  the  Venture  operation,  additional 
emphasis  has  been  given  to  fashion  oriented 
goods  at  value  prices  in  the  ready-to-wear  areas. 
A  larger  number  of  name  brand  apparel  resources 
are  being  merchandised.  In  addition.  Venture 
continues  to  be  a  basic  supplier  of  the  everyday 
needs  of  its  customers  for  items  of  household, 
automotive,  entertainment  and  personal  care 
merchandise. 

Venture  has  also  increased  its  emphasis  on 
store  appearance  and  shopping  convenience 
through  new  fixturing,  new  signing  and  new  mer¬ 
chandise  presentation  methods.  Following  exten¬ 
sive  study,  improved  systems  and  procedures 
have  been  developed  to  reduce  the  time  Venture’s 
customers  spend  in  the  checkout  lanes. 

A  new  customer  convenience  was  added  to 
the  St.  Louis  Venture  stores  during  1980  when 
Venture,  which  had  already  been  accepting  major 
bank  credit  cards,  began  accepting  charge  plates 
of  our  St.  Louis  department  store  division, 
Famous-Barr  Co.  One  in  every  two  St.  Louis  house¬ 
holds  possesses  a  Famous-Barr  charge  plate,  and 
the  customer  response  to  this  new  convenience 
at  Venture  has  been  most  gratifying. 


n 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Volume  Shoe  Corporation 


Volume  Shoe  stores  reported  $230  million  in 
sales  for  1980,  7%  of  our  retail  sales.  Volume 
Shoe’s  sales  for  1980  were  up  20.5%  over  1979. 

Operating  earnings  were  $29  million,  up  2.2%, 
notwithstanding  the  general  downturn  in  the 
retail  shoe  industry  during  1980.  Volume  Shoe’s 
operating  earnings  as  a  percent  of  sales  were 
12.6%  in  1980,  one  of  the  best  performances  in 
the  retail  shoe  industry. 

Volume  Shoe  is  a  long  acknowledged  leader  in 
footwear  retailing,  and  is  the  nation’s  largest 
chain  of  self-service  family  shoe  stores.  A  pioneer 
in  this  retail  concept.  Volume  Shoe  was  founded 
25  years  ago  in  Topeka,  Kan.,  still  its  head¬ 
quarters. 

Acquired  in  1979,  Volume  Shoe  positions  us 
in  a  high  growth  area  of  specialty  retailing  and 
has  established  us  in  many  faster  growing  Sun 
Belt  areas  of  the  country. 

Volume  Shoe  has  an  outstanding  record  of 
profitability  and  sales  growth.  Over  the  past  five 
years,  its  compounded  operating  earnings  growth 
rate  has  been  29%,  while  its  compounded  annual 
sales  growth  rate  has  been  24%. 

Utilizing  the  trade  name  Payless  ShoeSource 
for  most  of  its  stores.  Volume  Shoe  continues  to 
expand  rapidly.  During  1980,  it  added  167 
stores,  bringing  its  total  in  34  states  to  978  at 
year-end.  On  March  1,  1981,  Volume  Shoe 
opened  its  1,000th  store. 

Continued  rapid  expansion  is  planned  for  the 
next  five  years,  with  the  mix  of  stores  being 
heaviest  in  the  South,  Southwest  and  West. 

Approximately  60%  of  Volume  Shoe  stores 
are  freestanding,  with  the  remainder  in  shopping 
centers  and  malls.  A  typical  new  store  is  approxi¬ 
mately  3,000  square  feet,  displaying  more  than 
7,000  pairs  of  men’s,  women’s  and  children’s 
shoes.  Handbags,  hosiery  and  shoe  care  products 
are  also  offered. 


In  1980,  Volume  Shoe  completed  a  300,000 
square  foot  distribution  center  in  Topeka,  which 
more  than  triples  its  shipping  and  receiving 
capabilities.  Shoes  from  throughout  the  world 
are  shipped  from  the  center  at  least  weekly  to 
Volume  Shoe  stores.  A  customized  computer  sys¬ 
tem  developed  by  Volume  Shoe  integrates  and 
controls  the  center’s  operation.  Initial  start-up 
problems  which  affected  late  summer  1980  sales 
have  been  resolved,  and  the  system  now  assures 
quick  and  accurate  delivery  to  store  locations. 

Also  in  1980,  Volume  Shoe  completed  the 
installation  of  electronic  point-of-sale  terminals 
in  85%  of  its  stores.  All  stores  will  be  equipped 
with  these  terminals  within  the  next  18  months. 
The  terminals,  like  those  at  our  department  and 
discount  stores,  provide  for  the  quick  and  ac¬ 
curate  recording  of  sales  data,  enabling  the 
company  to  respond  to  fast  sales  trends. 

Extensive  research  and  planning  have  given 
Volume  Shoe  a  clear  understanding  of  its  custo¬ 
mer  base,  trade  area  demographics  and  product 
type  and  quality. 

Volume  Shoe’s  4,500  employees  are  commit¬ 
ted  to  giving  its  customers  the  highest  quality 
level  that  can  be  delivered  for  the  price. 
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May  Centers 


Operating  earnings  of  May  Centers  in  1980  were 
$28  miliion,  compared  with  $12  miilion  a  year 
earlier.  Cash  flow  from  May  Centers’  operations 
(net  earnings  plus  depreciation)  in  1980  was 
$21.7  million,  up  from  $8.9  million  in  1979, 
primarily  as  a  result  of  the  financing  and  real 
estate  transactions  with  Prudential  described 
below. 

A  summary  of  May  Centers’  operating  results 
and  financial  position  forfiscal  1980  is  presented 
on  page  25. 

May  Centers  is  one  of  the  largest  national 
developers  and  operators  of  shopping  centers, 
and  owns  or  has  a  partnership  interest  in  24 
shopping  centers  which  are  located  in  10  states. 
It  wholly  owns  and  operates  seven  of  the  centers, 
has  partnership  interests  in  and  operates  16  of 
the  centers  and  has  a  partnership  interest  in  the 
remaining  center. 

In  1980,  May  Centers  formed  a  partnership 
with  The  Prudential  Insurance  Company  of 
America  to  own  and  operate  six  major  regional 
shopping  centers  previously  owned  and  operated 
by  May  Centers,  the  transaction  closed  in  1980 
on  five  of  the  major  regional  shopping  centers. 
These  were  Westland  Center  in  Denver,  and  South 
County  Center,  West  County  Center,  Northland 
Center  and  St.  Clair  Square  in  the  St.  Louis  area. 
May  Centers  and  Prudential  have  agreed  contrac¬ 
tually  on  the  sixth  center.  Laurel  Plaza  in  Los 
Angeles,  and  closing  of  the  financing  and  transfer 
transactions  with  respect  to  that  center  is  ex¬ 
pected  to  occur  later  this  year. 

As  a  result  of  the  transactions,  we  recognized 
mortgage  proceeds  of  $75  million  and  an  aftertax 
gain  of  $10  million,  while  we  retaineda  50%  owner¬ 
ship  in  the  partnership  and  continue  to  operate 
the  six  centers. 

In  1980,  May  Centers  opened  Annapolis  Mail, 
shown  on  the  opposite  page.  The  center  features 
a  department  store  operated  by  The  Hecht  Co., 
two  other  major  department  stores  and  more  than 
80  specialty  shops. 


In  March  1981,  May  Centers  opened  West 
Park  Mall,  with  435,000  square  feet  of  retail 
space  at  Cape  Girardeau,  Mo.  West  Park  Mall  is 
May  Centers’  first  shopping  center  located  out¬ 
side  of  a  major  metropolitan  area. 

Two  other  centers  will  open  in  1981.  They 
are  Plaza  Bonita  in  National  City,  Calif.,  and 
Clackamas  Town  Center  in  Portland,  Ore. 

May  Centers  also  has  a  50%  partnership  in¬ 
terest  in  and  operates  Parklabrea,  a  176-acre, 
planned  community  development  which  includes 
4,253  residential  units  in  Los  Angeles.  Parklabrea 
also  contains  a  10-acre,  two  city  block  area  front¬ 
ing  on  Wilshire  Boulevard  occupied  by  a  May 
Co.,  California  department  store.  Parklabrea 
continues  to  be  a  significant  contributor  to  May 
Centers’  cash  flow. 

May  Centers’  earnings  and  cash  fiow  have 
continued  to  grow  over  the  years.  The  values  of 
the  real  estate  holdings  of  May  Centers  have 
consistently  outpaced  inflation,  with  the  result 
that  market  values  of  these  properties  substan¬ 
tially  exceed  their  book  values. 
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Financial  Review 


Sales 

Sales  were  $3.15  billion  in  1980,  which  was  the 
first  year  in  the  Company’s  history  that  sales 
exceeded  $3  billion.  Fiscal  1980  sales  repre¬ 
sented  an  increase  of  6.5%  from  sales  of  $2.96 
billion  for  1979.  This  increase  reflected  the 
opening  of  5  new  department  stores  and  167 
additional  Volume  Shoe  stores.  Sales  changes  by 
business  segment  were  as  follows: 

1980  vs.  1979  1979  vs.  1978 

Store-  Store- 

for-  for- 

Total  Store  Total  Store 
Department  stores  5.8%  3.1%  7.1%  3.9% 

Venture  4  6  4.3  17  7  (1  0) 

Volume  Shoe  20.5  2.4  27.3  7.8 

Total  6  5%  3.3%  10.1%  3.3% 


Store-for-store  sales  represent  sales  of  those 
stores  open  during  both  years.  Since  1978  was  a 
53-week  year,  sales  comparisons  between  1979 
and  1978  are  stated  above  on  a  comparable  52- 
week  basis.  Venture’s  sales  increase  in  1979  is 
largely  attributable  to  sales  from  the  13  store 
sites  acquired  in  1978  which  were  operated  for  a 
full  year  in  1979  as  compared  to  a  partial  year 
in  1978. 

Saies  by  business  segment  for  the  last  three 
years  were: _ 

1980  1979  1978 

(millions)  (52wl<s.)  (52  wks.)  (53wks.) 

Department  stores  $2,359  $2,230  $2,106 

Venture  561  536  461 

Volume  Shoe  230  191  150 

Total  $3,150  $2,957  $2,717 


Sales  include  finance  charge  revenue  and 
leased  department  sales  as  follows: _ 

1980  1979  1978 

(millions)  (52  wks.)  (52  wks.)  (53  wks.) 

Finance  charge 

revenue  $  72  7  $  69.2  $  62.4 

Leased  department 

sales _ $135.5  $118  9  $112.5 

Earnings 

Net  earnings  in  1980  were  $116.9  million,  and 
earnings  per  share  were  $4.01.  1980  earnings 
include  a  pretax  gain  of  $14.7  million  (reflected 
in  real  estate  operating  earnings  below)  on  the 
disposition  of  real  estate  (see  note  on  page  19) 
as  well  as  a  pretax  loss  of  $12.3  million  on  the 
write-down  of  the  Company’s  investment  in 
Consumers  Distributing  Company  Limited  (CDC), 
(see  note  on  page  19). 

1980  and  1979  earnings  were  favorably  af¬ 
fected  by  a  change  in  1979  in  the  method  of 
accounting  for  interest  expense  related  to  the 
costs  of  financing  certain  property  under  con¬ 
struction.  Such  costs,  which  were  expensed 
prior  to  1979,  are  now  capitalized  to  reflect  the 
provisions  of  Statement  of  Financial  Accounting 
Standards  No.  34.  Capitalized  interest  was  $4.4 
million  in  1980  and  $3.0  million  in  1979. 
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Operating  earnings  by  business  segment  were 
as  follows: _  _ 


(millions) 

1980 

1979 

1978 

Department  stores 

$221.6 

$227.3 

$209.9 

Venture 

11.9 

8.2 

12.0 

Volume  Shoe 

28.9 

28.3 

23.0 

Real  estate 

27.8 

12.0 

10.7 

Total 

290.2 

275.8 

255.6 

Interest  expense,  net 

(38.0) 

(39.9) 

(39.9) 

Corporate  expense 

(21.3) 

(20.6) 

(13.0) 

Write-down  of  investment 

in  CDC 

(12.3) 

Equity  in  earnings  of  CDC 

- 

1.5 

2.1 

Earnings  from  continuing 
operations  before 

income  taxes 

$218.6 

$216.8 

$204.8 

1979  and  1978  operating  earnings  have  been 
restated  for  the  effect  of  accruing  vacation  pay 
in  accordance  with  Statement  of  Financial 
Accounting  Standards  No.  43.  The  effect  of  the 
restatement  was  to  reduce  department  stores 
operating  earnings  by  $1.4  million  in  1979  and 
$1.1  million  in  1978  and  Volume  Shoe  operating 
earnings  by  $0.2  million  in  1979  and  1978.  The 
effect  of  the  restatement  was  insignificant  on 
Venture  and  real  estate  operating  earnings. 

Corporate  expense  primarily  includes 
accounting,  tax,  legal,  planning  and  other  corpo¬ 
rate  functions  and  in  1979,  includes  expenses 
of  approximately  $2.5  million  related  to  the 
merger  with  Volume  Shoe. 

Department  store  and  Venture  inventories 
are  stated  on  the  LIFO  cost  basis.  The  LIFO  pro¬ 
vision  was  $22.2  million  in  1980,  of  which  $17.0 
million  related  to  department  stores  and  $5.2  mil¬ 
lion  related  to  Venture.  This  compares  to  a  LIFO 
provision  of  $14.2  million  In  1979,  of  which  $9.5 
million  related  to  department  stores  and  $4.7 
million  related  to  Venture,  and  a  LIFO  provision 
of  $10.3  million  in  1978,  all  of  which  related  to 
department  stores. 


Earnings  per  share  (dollars) 


1971  1972  1973  1974  1975  1976  1977  1978  1979  1980 


The  summarized  quarterly  results  of  opera¬ 
tions  (unaudited),  as  restated  for  the  change  in 
the  method  of  accounting  for  vacation  pay,  for 
the  last  three  fiscal  years  were  as  follows  (in 
millions,  except  per  share): _ 


Quarter 

Net 

Retail 

Sales 

Cost  Of 
Merchandise 
Sold 

Net 

Earnings 

Net  Earnings 
PerCommon 
Share 

1980 

First 

$  646.6 

$  476.1 

$  12.1 

$  .42 

Second 

678.8 

500.6 

15.0 

.51 

Third 

775.0 

562.6 

22.8 

.78 

Fourth 

1,049.4 

728.6 

67.0 

2.30 

Year 

$3,149.8 

$2,267.9 

$116.9 

$4.01 

1979 

First 

$  605.9 

$  442.5 

$  12.4 

$  .43 

Second 

646.5 

474.9 

16.7 

.57 

Third 

718.6 

519.5 

23.9 

.82 

Fourth 

985.5 

683.1 

60.2 

2.08 

Year 

$2,956.5 

$2,120.0 

$113.2 

$3.90 

1978 

First 

$  524.2 

$  386.4 

$  9.2 

$  .32 

Second 

579.4 

421.3 

13.0 

.45 

Third 

658.6 

476.0 

20.8 

.72 

Fourth 

954.4 

665.2 

57.8 

2.01 

Year 

$2,716.6 

$1,948.9 

$100.8 

$3.50 

Fourth  quarter  1980  earnings  include  a  pre¬ 
tax  gain  on  disposition  of  real  estate  of  $14.7 
million  (35C  per  share)  and  a  pretax  loss  of 
$12.3  million  (29C  per  share)  on  the  write-down 
of  the  investment  in  CDC.  Fourth  quarter  1979 
earnings  include  $2.5  million  (9C  per  share)  of 
expenses  related  to  the  Volume  Shoe  merger. 

1978  net  earnings  include  a  loss  of  $3.2 
million  (lie  per  share)  related  to  the  discon¬ 
tinued  operations  of  the  Company’s  catalogshow- 
room  division,  which  was  sold  to  CDC  in  1978. 

As  a  percentage  of  total  revenues,  cost  of 
merchandise  sold  has  been  stable  at  71.5%  of 
total  revenues  in  1980, 71.2%  in  1979  and  71.3% 
in  1978.  Although  merchandise  gross  margins 
have  improved  over  the  last  three  years,  this 
improvement  has  been  offset  by  increased  buying, 
occupancy  and  other  expenses. 

,  Selling,  general  and  administrative  and  other 
expenses  have  increased  slightly  In  relation  to 
total  revenues,  being  20.5%  of  total  revenues  in 
1980,  20.2%  in  1979  and  19.7%  in  1978.  The 
increases  in  1980  and  1979  are  largely  due  to 
higher  advertising  and  sales  promotion  expenses. 
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The  dollar  amount  of  interest  expense  has 
remained  relatively  constant  in  each  of  the  last 
three  years  primarily  as  a  result  of  investing 
excess  funds  in  marketable  securities  which 
generated  interest  income  of  $11.2  million,  $7.0 
million  and  $5.4  million  in  1980, 1979 and  1978, 
respectively,  and  capitalized  interest  of  $4.4 
million  and  $3.0  million  in  1980  and  1979,  re¬ 
spectively.  These  interest  expense  reductions 
were  partially  offset  by  higher  interest  rates  in¬ 
curred  for  additional  long-term  debt. 

Dividends 

The  Company  has  paid  consecutive  quarterly 
dividends  since  December  1,  1911,  and  in  1980 
paid  its  277th  consecutive  quarterly  dividend. 

The  Company  raised  its  annual  dividend  rate, 
effective  with  the  June  15,  1981  payment  to 
$1.70  per  share  or  42]4C  quarterly,  a  10.4% 
increase. 

Gain  on  Disposition  of  Real  Estate 

In  December  1980,  May  Centers,  Inc.  (Centers), 
a  wholly-owned  subsidiary  of  the  Company, 
entered  into  an  agreement  in  principle  for  the 
formation  of  a  new  limited  partnership  (Primac) 
with  The  Prudential  Insurance  Company  of 
America  (Prudential)  to  own  and  operate  six 
regional  shopping  centers  then  wholly-owned  by 
the  Company  or  by  Centers. 

During  1980,  Prudential  made  loans  to 
Centers  in  the  aggregate  amount  of  $68.4  million 
with  respect  to  five  of  the  six  centers  (Northland 
Center,  South  County  Center,  West  County  Center, 
St.  Clair  Square  and  Westland  Center).  Such  loans 
were  secured  by  mortgages  and  evidenced  by 
20-year  notes  bearing  interest  at  9%  per  annum 
(of  which  $55.6  million  is  with  recourse  to 
Centers)  and  with  no  principal  repayment  until 
maturity.  Centers  transferred  to  Primac  the  five 
centers  subject  to  the  $68.4  million  mortgage 
debt,  as  well  as  $32.1  million  of  pre-existing 
mortgage  debt.  At  the  time  of  the  transfer,  the 
five  centers  had  an  aggregate  net  book  value  of 
$28.8  million,  and  an  estimated  aggregate  market 
value  of  $122.7  million. 

Both  partners  have  contractually  agreed  that, 
during  1981,  Prudential  is  to  loan  an  additional 
$6.6  million  to  Centers  with  respect  to  the  sixth 
center  (Laurel  Plaza),  secured  by  mortgages  and 
evidenced  by  similar  notes,  and  the  sixth  center 
is  to  be  transferred  to  the  partnership.  As  of 
January  31,  1981,  the  sixth  center  had  a  net 
book  value  of  $1.3  million  and  an  estimated 
market  value  of  $5.6  million. 


Under  a  management  agreement.  Centers  is 
to  manage  the  six  centers  for  a  period  of  at  least 
five  years. 

1980  earnings  included  a  pretax  "Gain  on 
Disposition  of  Real  Estate"  of  $14.7  million  (35C 
per  share)  from  the  above  described  transactions. 
Since,  as  a  50%  partner.  Centers  retains  a  50% 
interest  in  the  net  assets  contributed  to  Primac, 
and  since  a  portion  of  the  partnership  debt  is 
with  recourse  to  Centers,  the  applicable  portion 
of  the  real  estate  appreciation  and  the  benefits 
of  certain  favorable  interest  rates  on  the 
mortgage  debt  transferred  to  Primac  have  not 
been  recognized.  Such  amount  is  included  in  the 
consolidated  balance  sheet  as  “Unrealized 
Appreciation— Real  Estate  Partnership”  (at  date 
of  formation)  and  will  be  amortized  into  income 
by  Centers  in  future  years  to  offset  the  additional 
depreciation  on  the  fair  value  of  the  real  estate 
and  the  debt  discount  amortization  recorded  by 
the  partnership,  or  upon  disposition  of  the 
partnership  assets. 

Investment  in  Consumers  Distributing 
Company  Limited 

In  August  1978,  the  Company  sold  its  catalog 
showroom  division  (Consumers)  to  Consumers 
Distributing  Company  Limited  of  Canada  (CDC) 
for  stock  in  that  company.  The  loss  from  the  sale 
of  $2.3  million  (net  of  taxes)  and  the  1978  operat¬ 
ing  loss  of  $0.9  million  (net  of  taxes)  are  reflected 
in  the  consolidated  statement  of  earnings  as 
"Loss  from  Discontinued  Operations”.  In  con¬ 
nection  with  the  sale,  the  Company  received 
1 ,600,000  shares  of  common  stock  of  CDC,  which 
as  of  January  31,  1981,  represented  approxi¬ 
mately  22%  of  the  outstanding  common  stock 
of  CDC. 

On  January  10,  1979,  Canadian  authorities 
filed  charges  against  Jack  Stupp,  chief  executive 
officer  of  CDC,  and  two  other  individuals  not 
employed  by  CDC,  alleging  concerted  action  to 
affect  the  public  market  price  of  the  shares  of 
CDC  stock.  Subsequent  to  the  filing  of  these 
charges,  there  was  a  substantial  decline  in  the 
quoted  market  value  of  CDC’s  stock  on  the 
Toronto  Stock  Exchange.  As  of  January  31, 1981, 
the  quoted  market  value  of  CDC’s  stock  on  the 
Toronto  Stock  Exchange  was  $9%  (Canadian)  per 
share,  and  the  estimated  aggregate  quoted 
market  value  of  the  Company’s  investment  was 
$13.2  million  (U.S.). 
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The  Company  accounts  for  its  investment  in 
CDC  on  the  equity  method  and  has  been  amortiz¬ 
ing  the  excess  of  its  cost  in  CDC  over  the  under¬ 
lying  net  assets  at  the  date  of  acquisition  over  a 
forty  year  period.  In  the  fourth  quarter  of  1980, 
the  Company  wrote  off  the  unamortized  portion 
of  this  excess.  As  a  result  of  this  write-down,  the 
Company’s  investment  in  CDC  approximates  the 
market  value  of  CDC  stock  at  the  end  of  fiscal 
1980.  This  charge  against  earnings  in  1980  was 
$12.3  million  (290  per  share)  and  is  reflected 
in  the  consolidated  statement  of  earnings  as 
"Write-down  of  Investment  in  Consumers  Distrib¬ 
uting  Company  Limited”. 

Accounting  Change-Vacation  Pay 

In  November  1980,  the  Financial  Accounting 
Standards  Board. issued  Statement  of  Financial 
Accounting  Standards  No.  43  (SFAS  No.  43), 
"Accounting  For  Compensated  Absences”,  which 
requires  the  accrual  for  vacation  pay  earned  but 
not  taken.  Although  implementation  of  SFAS  No. 
43  is  not  required  until  1981,  the  Company 
adopted  it  in  1980,  thereby  reducing  net  earnings 
by  $1.1  million  (40  per  share).  The  provisions  of 
SFAS  No.  43  require  the  restatement  of  prior 
periods  and  therefore  the  cumulative  effect  as 
of  January  28,  1978  is  shown  as  an  adjustment 
to  retained  earnings  at  that  date.  The  effect  of 
this  restatement  was  to  reduce  net  earnings  by 
$0.8  million  (30  per  share)  in  1979  and  $0.6 
million  (20  per  share)  in  1978. 

Merger  with  Volume  Shoe 

In  November  1979,  the  Company  merged  with 
Volume  Shoe  Corporation,  a  self-service,  family 
shoe  store  chain  based  in  Topeka,  Kan.,  pursuant 
to  which  the  Company  issued  6,477,000  shares 
of  its  common  stock.  This  merger  was  accounted 
for  as  a  pooling  of  interests. 


The  investment  tax  credit  (ITC)  on  1980 
capital  expenditures  is  estimated  to  be  $6.6  mil¬ 
lion  compared  with  $8.1  million  in  1979and$8.7 
million  in  1978  and  is  being  amortized  into  earn¬ 
ings  over  the  lives  of  the  related  assets.  1980 
earnings  include  $5.2  million  of  ITC  amortization 
compared  with  $4.5  million  in  1979  and  $3.7 
million  in  1978. 

Use  of  the  amortization  method  reflects  the 
Company’s  basic  adherence  to  conservative  ac¬ 
counting  principles.  In  the  interest  of  compara¬ 
bility,  if  the  Company  used  the  "flow-through” 
method  of  accounting  for  ITC,  as  is  employed 
by  many  other  companies,  net  earnings  in  1980 
would  have  been  greater  by  $1.4  million  or  5C 
per  share  (12C  in  1979  and  17C  in  1978.)  The 
Company’s  balance  sheet  includes  $29.2  million 
of  deferred  ITC  which  wiil  be  amortized  into  earn¬ 
ings  in  increasing  amounts  over  the  next  several 
years. 

The  provision  for  income  taxes  consisted  of: 


(millions) 

1980 

1979 

1978 

Taxes  currently  payable; 

Federal 

$  71.2 

$  72.1 

$  68.2 

State  and  local 

13.2 

13.7 

12.4 

Deferred  taxes; 

Federal 

14.7 

13.2 

14.2 

State  and  local 

1.2 

1.0 

1.0 

Investment  tax  credit 

deferred,  nei 

1.4 

3.6 

5.0 

Total 

$101.7 

$103.6 

$100.8 

The  provision  for  deferred  income  taxes  con¬ 
sisted  of: 

(millions) 

1980 

1979 

1978 

Deferred  gross  profit  on 
installment  method  sales 

$  9.9 

$  6.4 

$10.8 

Excess  of  tax  over  book  depreciation 

8.5 

7.4 

6.6 

Other 

(2.5) 

0.4 

(2.2) 

Total 

$15.9 

$14.2 

$15.2 

Income  Taxes 

The  effective  income  tax  rates  for  the  last  three 
years  and  the  differences  between  the  statutory 
federal  income  tax  rates  and  the  effective  income 
tax  rates  were  as  follows: 


The  current  liability  for  income  taxes  re¬ 
flected  on  the  Company’s  balance  sheet  includes 
$116.6  million  at  January  31,  1981  and  $104.3 
million  at  February  2,  1980  applicabie  to  de¬ 
ferred  gross  profit  on  installment  method  sales. 


1980 

1979 

1978 

Statutory  federal  income  tax  rate 

46.0% 

46.0% 

48.0% 

State  and  local  Income  taxes 
Amortization  of  investment 

3.6 

3.7 

3.4 

tax  credit 

Merger  expenses  not  deductible 

(2.4) 

(2.1) 

(1.8) 

for  tax  purposes 

0.5 

Other 

(0.7) 

(0.3) 

(0.4) 

Effective  income  tax  rate 

46.5% 

47.8% 

49.2% 

20 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Retirement  and  Profit  Sharing 

The  Company  and  its  subsidiaries,  except  Volume 
Shoe,  have  noncontributory  retirement  plans 
covering  ali  employees  v/ho  work  1,000  hours 
or  more  per  year.  Actuarially  determined  pension 
costs  are  accrued  and  are  substantiaiiy  funded 
on  an  annuai  basis.  Totai  pension  expense  under 
the  plans  was  $6.6  million  in  1980,  $6.3  miilion 
in  1979,  and  $5.8  miilion  in  1978.  Essentiaiiy 
ali  assets  of  the  plans  are  invested  with  a  major 
insurance  company  in  guaranteed  investment 
contracts  with  yieids  ranging  from  8.2%  to  10.6%. 
There  are  no  significant  unfunded  prior  service 
iiabilities  under  these  pians. 

The  combined  assets  of  the  retirement  plans 
exceed  the  actuarial  present  value  of  accumu¬ 
lated  benefits,  which  is  the  amount  that  results 
from  applying  actuarial  assumptions  to  adjust 
accumulated  benefits  to  reflect  the  time  value  of 
money  and  the  probability  of  payment.  A  sum¬ 
mary  of  the  combined  data  for  all  plans  as  of  the 
two  most  recent  actuarial  valuation  dates  is  as 
follows:  _ 


(millions) 

January 
1,  1980 

January 
1,  1979 

Actuarial  present  value  of 
accumulated  benefits; 

Vested 

Nonvested 

$  83.8 
2.7 

$  80.5 
4.1 

$  86.5 

$  84.6 

Net  assets  available  for  plan  benefits 

$  98.8 

$103.3 

The  assumed  rate  of  return  used  in  the 
actuarial  computations  was  7.5%  in  both  years. 


Net  book  value  per  common  share  (dollars) 


1971  1972  1973  1974  1975  1976  1977  1978  1979  1980 


The  Company  also  has  a  contributory  profit 
sharing  and  savings  plan  in  which  all  employees 
covered  by  the  retirement  plans  may  participate. 
There  were  18,727  employees  participating  in  the 
profit  sharing  and  savings  plan  at  December  31, 
1980.  The  Company's  contribution  to  the  profit 
sharing  and  savings  plan  was  $5.0  million  in 
1980,  $5.4  million  in  1979  and  $5.7  million  in 
1978.  The  Company’s  contribution  in  1980 
approximated  72%  of  the  employees’  eligible 
contributions. 

Volume  Shoe  has  a  separate  profit  sharing 
plan  which  covers  all  Volume  Shoe  employees 
who  work  1,000  hours  or  more  per  year  and  who 
have  attained  age  21.  Expenses  of  $0.7  million 
in  both  1980  and  1979  and  $0.6  million  in  1978 
were  recorded  for  this  plan. 

In  1978,  the  Company  adopted  an  unfunded 
supplementary  pension  plan  for  certain  employ¬ 
ees  for  which  $0.9  million,  $0.8  million  and  $0.6 
million  were  charged  to  expense  in  1980,  1979 
and  1978,  respectively.  The  liability  for  prior 
service  costs,  which  was  $7.8  million  as  of 
January  1,  1980,  is  being  recognized  over  30 
years.  The  actuarial  present  value  of  accumulated 
benefits  under  this  plan  was  $4.0  million  at 
January  1, 1980,  ofwhich  $2.9  million  was  vested 
and  $1.1  million  was  nonvested,  and  was  $3.1 
million  at  January  1,  1979,  ofwhich  $2.1  million 
was  vested  and  $1.0  million  was  nonvested. 

Another  important  element  in  the  retirement 
program  for  employees  is  the  federal  social 
security  system  into  which  the  Company  paid 
$33.1  million  in  1980  as  its  matching  portion  of 
the  $33.1  million  contributed  by  its  employees. 
Assets 


Total  assets  were  invested  as  follows: 


(millions) 

January 
31,  1981 

February 
2,  1980 

February 
3,  1979 

Department  stores 

Sl.581.9 

$1,491.2 

$1,380.8 

Venture 

254.4 

266.3 

264.4 

Volume  Shoe 

132.2 

100.2 

69.3 

Real  estate 

187.3 

121.3 

78.8 

Corporate  assets 

103.5 

127.9 

59.5 

Total 

$2,259.3 

$2,106.9 

$1,852.8 

The  assets  identified  with  the  real  estate  opera¬ 
tions  include  advances  to  and  investments  in  af¬ 
filiated  partnerships  of  $47.7  million  in  1980, 
$45.3  million  in  1979  and  $17.2  million  in  1978. 
Corporate  assets  consist  principally  of  cash, 
marketable  securities  and  the  investment  in  CDC. 
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Receivables 

The  extension  of  credit  by  the  Company’s  depart¬ 
ment  stores  is  an  important  merchandising 
strategy,  and  the  Company's  substantial  invest¬ 
ment  in  customer  accounts  receivable  is  an 
indication  of  this  importance.  During  1980,  total 
department  store  credit  sales  approximated  $1.3 
billion  or  55.9%  of  1980  sales  compared  with 
56.7%  in  1979  and  56.4%  in  1978.  An  estimated 
10.6  million  customers  hold  credit  cards  under 
our  various  credit  programs.  In  addition,  $159.4 
million  in  sales  were  made  via  bank  cards  and 
other  third  party  credit  cards  in  1980. 


Properties 

Capital  expenditures  in  1980  were  $134.4  mil¬ 
lion,  including  capitalized  leases  of  $3.4  million. 
Capital  expenditures  were  unusually  high  in  1978 
due  to  the  acquisition  of  13store  sites  by  Venture. 


Capital  Expenditures 

(millions) 

1980 

1979 

1978 

Department  stores 

$  87.6 

$  93.8 

$  81.3 

Venture 

3.1 

9.7 

70.5 

Volume  Shoe 

22.7 

15.9 

7.4 

Real  estate 

19.2 

16.9 

13.2 

Corporate  assets 

1.8 

4.3 

1.1 

Total 

$134.4 

$140.6 

S173.5 

(millions) 

January 
31,  1981 

February 
2,  1980 

Gross  receivables 

Allow/ance  for  doubtful  accounts 

$719.6 

(21.0) 

$654.3 

(17.8) 

Net  receivables 

$698.6 

$636.5 

Allowance  for  doubtful  accounts  as 
%  of  gross  receivables 

2.9% 

2.7% 

Bad  debt  expense,  including  actual  net  losses 
and  adjustments  to  the  reserves,  was  $16.3  mil¬ 
lion  in  1980  versus  $14.0  million  in  1979  and 
$9.5  million  in  1978. 

Inventories 

Inventories  are  valued  at  the  lower  of  cost  or 
market  as  primarily  determined  by  the  retail 
method,  and  are  stated  on  the  LIFO  (last-in,  first- 
out)  cost  basis  for  department  stores  and  Venture 
(84%  of  the  Company’s  consolidated  inventories 
in  1980;  88%  in  1979)  and  on  the  FIFO  (first-in, 
first-out)  cost  basis  for  Volume  Shoe  (16%  of 
the  Company’s  consolidated  inventories  in  1980; 
12%  in  1979).  Inventories  at  January  31,  1981, 
and  February  2,  1980,  were  stated  at  $120.1 
million  and  $97.9  million,  respectively,  less  than 
they  would  have  been  if  the  LIFO  principle  had 
not  been  applied. 


Cash  flow  (millions) 


Since  the  Company  owns  a  high  percentage  of 
its  retail  stores,  depreciation  represents  a 
significant  source  of  cash  flow.  Depreciation  and 
amortization  totaled  $75.4  million  in  1980  versus 
$70.6  million  in  1979  and  $61.8  million  in  1978. 
Depreciation  includesamortization  of  capitalized 
leases  of  $2.7  million  in  1980  and  $2.3  miilion 
in  1979  and  1978. 


Depreciation  and  Amortization 

(millions) 

1980  1979  1978 

Department  stores 

Venture 

Volume  Shoe 

Real  estate 

Corporate  assets 

$54.9  $52.3  $48.5 

12.1  12.1  8.9 

4.5  3.1  2.1 

3.2  2.7  2.1 

0.7  0.4  0.2 

Total 

$75.4  $70.6  $61.8 

At  year-end  the  Company’s  investment  in 
property  included: 

(millions) 

January  February 
31,  1981  2,  1980 

Land  $  76.5  $  78.3 

Buildings  and  building  equipment  704.6  683.6 

Furniture,  fixtures  and  equipment  468.2  427.0 

1,249.3  1,188.9 

Accumulated  depreciation  (421.2)  (387.9) 

Total 

$  828.1  $  801.0 

Other  Assets 

— 

(millions) 

January  February 
31,  1981  2,  1980 

Notes  receivable  and  other  assets 
Investment  in  CDC 
Advances  to  and  investments  in 
affiliated  real  estate  partnerships 
Excess  of  cost  over  net  assets  of 
purchased  businesses 
Total 


$24.4  $  25.2 

12.9  25.8 

47.7  45.3 

11.9  12.0 

$96.9  $108.3 


1971  1972  1973  1974  1975  1976  1977  1978  1979  1980 


Depreciation  &  Amortization  B 
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Financing 

Long-term  debt  and  capitalized  lease  obligations 
at  the  end  of  each  year  were: _ 


(millions) 

January 
31,  1981 

February 
2,  1980 

4'/2%  to  9%%  mortgage  notes  and 

bonds  due  1984-2013 

$179.1 

$217.6 

7.95%  to  9%  sinking  fund  debentures 

and  notes  due  1988-2008 

163.9 

171.9 

4%%  to  10%  unsecured  notes  due 

1981-2009 

141.6 

146.2 

484.6 

535.7 

Capitalized  lease  obligations 

60.0 

59.9 

Total 

$544.6 

$595.6 

The  annual  maturities  of  long-term  debt, 
including  sinking  fund  requirements,  are  $18.4, 
$19.0,  $56.5,  $21.6  and  $22.2  million  for  1981 
through  1985,  respectively. 

The  net  book  value  of  property  and  equipment 
encumbered  under  long-term  debt  agreements 
was  $139.6  million  at  January  31,  1981.  Under 
the  most  restrictive  covenants  of  long-term  debt 
agreements,  $363.2  million  of  retained  earnings 
at  January  31,  1981  was  restricted  as  to  the  pay¬ 
ment  of  dividends.  The  Company  was  in  com¬ 
pliance  with  the  restrictive  covenants  of  its  long¬ 
term  debt  agreements  at  January  31, 1981. 

The  Company  had  linesof  credit  totaling  $133 
million  as  of  January  31, 1981.  These  lines,  which 
were  not  used  during  1980  or  1979,  are  subject 
to  restrictions  under  the  long-term  debt  agree¬ 
ments  and  in  some  instances  require  compensat¬ 
ing  or  average  balances  which  are  immaterial. 

The  average  commercial  paper  outstanding 
during  1980  and  1979  was  $5.4  million  and  $24.8 
million,  at  average  interest  rates  of  14.7%  and 
10.7%,  respectively.  The  maximum  amount  of 
outstanding  commercial  paper  was  $36.6  million 
in  1980  and  $48.0  million  in  1979. 


The  following  is  an  analysis  of  the  investment 
in  property  under  capital  leases: _ 


(millions) 

January 
31.  1981 

February 
2,  1980 

Cost  (primarily  retail  facilities) 

$78.9 

$  75.7 

Accumuiated  amortization 

(29.9) 

(27.3) 

Totai 

$49.0 

$48.4 

Future  minimum  lease  payments  at  January 
31,  1981  were  as  follows: _ 


(millions) 

Capital 

Leases 

Operating 

Leases 

1981 

S  7.1 

$  27.8 

1982 

7,1 

26.7 

1983 

7.0 

25.3 

1984 

6.8 

23.2 

1985 

6.6 

21.3 

After  1985 

87.2 

173.4 

Minimum  payments 

121  8 

$297.7 

Less— executory  costs  included  in 

minimum  iease  payments 

(2.8) 

—  imputed  interest  component 

(56.5) 

Present  value  of  net  minimum  lease 

payments  of  which  $2.5  million  is 

included  m  current  liabilities 

$  62.5 

Additional  lease  payments  based  on  defined 
sales  volume  for  the  above  capital  leases  were 
$951,000  in  1980,  $868,000  in  1979  and 
$801,000  in  1978.  The  above  amounts  for  operat¬ 
ing  leases  are  net  of  immaterial  amounts  of  sub¬ 
lease  rental  revenues. 

The  amount  of  interest  and  amortization  ex¬ 
pense  recorded  for  capital  leases  exceeded  the 
net  minimum  lease  payments  by  $332,000  in 
1980,  $367,000  in  1979  and  $412,000  in  1978. 

Rental  expense  for  the  Company’s  operating 
leases  consisted  of:  _ 


(miilions) 

1980 

1979 

1978 

Reai  property; 

Minimum  rentais 

Contingent  rentals  based 

$28.5 

$23.6 

$16.3 

on  defined  sales  volume 

3.7 

3.2 

3.1 

32.2 

26.8 

19.4 

Equipment  rentals  (included 

in  cost  of  sales  and  other 
related  expenses) 

5.9 

4.3 

3.6 

Total 

$38.1 

$31.1 

$23.0 

The  Company  also  operates  seven  wholly- 
owned  shopping  centers  in  which  stores,  office 
buildings  and  other  properties  are  leased  entirely 
or  in  part  to  others.  The  net  book  value  of 
shopping  center  properties  leased  to  others 
under  operating  leases  was  $31.8  million  as  of 
January  31, 1981. 


Other  Liabilities 


(millions) 

January 
31,  1981 

February 
2,  1980 

Deferred  income  taxes 

$  69.8 

$  62.1 

Deferred  investment  tax  credit 

29.2 

27.2 

Deferred  employee  benefits 

33.0 

27.8 

Redeemable  preferred  stock 

9.5 

9.5 

Total 

$141.5 

$126.6 
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The  Company  has  several  issuances  of  out¬ 
standing  preferred  stock  which  are  summarized 
below: _ 


$1.80 

Prefer- 


Cumulative  Preferred  Stock 


ence  $3.75  $3.40  $3.75  3%% 

Description  Stock  (1945) _ (1947)  (1959) 


Authorized  ' - 1 - 

shares  73,273  51,323 

Par  value  No  Par  No  Par  No  Par  No  Par 
Redemption 

price  $50  $103.50  $103.50  $100 

Annual 
sinking 
fund 

requirement  —  1,500  1,106  895 

Shares  out¬ 
standing  at; 

January 

31,  1981  69,273  23,719  8,983  17,516 

February 

2,  1980  69,348  23,719  8,983  17,516 


9,878 

$100 

$103 

1,120 

9,878 

9,878 


The  cumulative  preferred  stock  is  carried  at 
its  involuntary  liquidation  value  of  $100  per 
share  and  the  $1.80  Preference  Stock  is  carried 
at  an  assigned  value  of  $50  per  share.  The  Com¬ 
pany  has  purchased  and  retired  preferred  stock 
sufficient  to  meet  annuai  sinking  fund  require¬ 
ments  until  1988  or  later.  The  only  preferred 
stock  transactions  in  1980  were  the  purchase 
and  retirement  of  preferred  stock. 

Common  Stock 

The  Company's  common  stock  is  listed  and 
traded  on  The  New  York  Stock  Exchange  (symbol 
MA)  and  The  Pacific  Stock  Exchange  (symbol  MA). 

The  approximate  number  of  common  stock¬ 
holders  as  of  March  1,  1981  was  36,114. 

The  quarterly  price  ranges  of  ^he  common 
stock  and  dividends  per  share  in  fiscal  1980 
and  1979  were:  _ 


Quarter 


1980 

First 

Second 

Third 

Fourth 

Year 


_ Market  Prices  D,v,dends 

High  Low  Per  Share 


$24%  $18  $  .35 

27%  20%  .38% 

28  24%  .38% 

26%  21%  .38% 

$28  $18  $1.50% 


1979 

First 

Second 

Third 

Fourth 

Year 


$27%  $22%  $  .32 

27%  23%  .35 

27%  23  .35 

24%  21%  .35 

$27%  $21%  $1.37 


Under  the  Company’s  common  stock  option 
plans,  options  are  granted  at  the  market  price 
on  the  date  of  grant.  Each  option  to  purchase 
extends  for  a  period  of  5  years  or  10  years,  may 
be  exercised  in  installments  only  after  stated 


intervals  of  time  and  is  conditioned  upon  con¬ 
tinued  active  employment  with  the  Company  ex¬ 
cept  for  periods  following  retirement,  disability 
or  death.  Since  the  option  price  is  fixed  at  the 
market  price  on  the  date  of  grant,  no  compen¬ 
sation  is  charged  against  earnings  by  the  Com¬ 
pany.  There  were  967  employees  participating 
in  the  Company’s  common  stock  option  plans  at 
January  31, 1981.  The  changes  in  shares  subject 
to  outstanding  options  were  as  follows: _ 


(shares  in  thousands) 

Shares 

Grant 

Prices 

1980 

Outstanding  at  beginning  of  year 

1,377.9 

$15-33 

Granted 

465.5 

22-26 

Exercised 

(2  7) 

15-25 

Canceiied  or  expired 

(323.6) 

22-33 

Outstanding  at  end  of  year 

1,517.1 

15-33 

Exercisable  at  end  of  year 

600.1 

15-33 

Shares  available  for  additional  grants 

966.7 

1979 

Outstanding  at  beginning  of  year 

1,345.0 

$14-33 

Granted 

321.8 

22-27 

Exercised 

(55.4) 

14-25 

Cancelled  or  expired 

(233.5) 

14-32 

Outstanding  at  end  of  year 

1,377.9 

15-33 

Exercisable  at  end  of  year 

611.7 

15-33 

Shares  available  for  additional  grants 

511.0 

In  connection  with  the  Volume  Shoe  merger 
in  1979,  the  Company  assumed  all  of  Volume 
Shoe’s  outstanding  common  stock  options.  As  of 
January  31,  1981,  Volume  Shoe  had  20,087  out¬ 
standing  options  at  grant  prices  ranging  from  $6 
to  $16  of  which  4,040  options  were  exercisable  at 
grant  prices  which  range  from  $6  to  $15.  During 
1980  and  1979,  39,497  and  19,336  options  were 
exercised,  respectively.  These  options  are  not 
reflected  in  the  above  table. 

The  Company  also  has  a  plan  under  which 
stock  appreciation  rights  can  be  granted  in  con¬ 
nection  with  common  stock  options.  As  of 
January  31, 1981,  229,322  options  were  subject 
to  stock  appreciation  rights. 

In  1979  the  Company’s  stockholders  ap¬ 
proved  the  adoption  of  the  1979  Restricted  Stock 
Plan  under  which  the  Company  is  authorized  to 
grant  a  maximum  of  200,000  shares  to  manage¬ 
ment  employees.  No  monetary  consideration  is 
paid  by  employees  receiving  restricted  stock. 
During  1980  and  1979, 27,200  and  17,300  shares 
of  restricted  stock  were  granted. 

May  Centers 

May  Centers  is  one  of  the  largest  national 
developers  and  operators  of  regional  shopping 
centers.  Seven  centers  are  wholly-owned  and  16 
other  centers  are  owned  in  partnership  with 
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others.  May  Centers  also  manages,  as  a  joint  ven¬ 
ture,  the  large  Parklabrea  commercial  and 
residential  development  in  Los  Angeles. 

A  summary  of  May  Centers’  operating  results 
for  the  last  three  years  (excluding  the  pretax 
gain  of  $14.7  million  in  1980  on  the  disposition 
of  real  estate)  is  as  follows: _ _ 


(millions) 

Shopping  Centers 
Wholly-  Partner- 
Owned  ships 

Parkla¬ 

brea 

Total 

1980 

Rental  revenues 

$23.2 

$28.8 

$19.6 

$71.6 

Cost  and  expenses: 
Interest 

4.9 

12.4 

4.2 

21.5 

Depreciation 

3.2 

4.2 

4.4 

11.8 

Other 

9.3 

11.6 

7.8 

28.7 

Other  partners’ 
share  of  earnings 
(losses) 

(0.4) 

1.3 

Earnings  before 
income  taxes 

$  5.8 

$  1.0 

$  1.5 

$  8.3 

1979 

Earnings  before 
income  taxes 

$  5.0 

$  2.1 

$  0.8 

$  79 

1978 

Earnings  before 
income  taxes 

$  4.0 

$  2.1 

$  0.4 

$  6.5 

A  summary  of  May  Centers’  financial  position 
for  the  last  two  years  is  as  follows: _ 


Shopping  Centers 


(millions) 

Wholly- 

Owned 

""ships 

Parkla- 

Primac  brea  Total 

January  31,  1981 
Properties, 
at  cost  $  73.1 

$156.8 

$128.3  $  73.8  $432.0 

Accumulated 

depreciation 

(17.0) 

(22.4) 

-  (31  1)  (70.5) 

Net  book 
value  of 
properties 

56.1 

134.4 

128.3  42.7  361.5 

Notes  payable 
($273.9  non¬ 
recourse) 

(49.8) 

(154.0) 

(67.6)  (56.7)  (328.1) 

Other  assets, 
net,  and 
minority 
interest 

4.9 

18.1 

(29.9)  11.3  4.4 

May  Centers' 
equity 
investment 

$  11  2 

$  (1.5) 

$  30.8  $  (2.7)  $37.8 

February  2,  1980 

May  Centers’ 
equity 
investment 

$  4.9 

$  0.4 

$  -  $  (1.6)$  3.7 

Notes  payable  of  May  Centers  includes  $36.3 
million  payable  to  the  Company.  Of  this  amount, 
$15.2  million  represents  interim  construction 
advances  to  a  wholly-owned  center. 


Supplementary  Information  on  Inflation  and 
Changing  Prices  (unaudited) 

In  an  effort  to  produce  financial  information  that 
discloses  the  effects  of  inflation,  the  Financial 
Accounting  Standards  Board  issued  Statement 
of  Financial  Accounting  Standards  No.  33  (SFAS 
No.  33)  “Financial  Reporting  and  Changing 
Prices".  The  following  information  was  prepared 
in  accordance  with  SFAS  No.  33  to  illustrate  the 
effects  of  inflation  on  conventional  financial  data 
which  is  presented  in  historical  cost  amounts. 

In  accordance  with  SFAS  No.  33,  the  supple¬ 
mentary  information  is  shown  under  two  methods. 
The  "constant  dollar"  method  measures  the  ef¬ 
fects  of  general  inflation  by  the  use  of  the  Con¬ 
sumer  Price  Index  for  All  Urban  Consumers 
(CPI-U).  CPI-U  includes  a  wide  range  of  com¬ 
modities  such  as  food,  fuel  and  interest  costs, 
and  therefore  is  not  necessarily  representative 
of  changes  in  our  costs  or  the  effects  of  general 
inflation  on  our  operations.  The  "current  cost" 
method  measures  the  effects  of  changes  in 
specific  prices  (current  cost)  on  inventory  and 
property  and  their  related  expenses. 


Statement  of  Earnings  Adjusted  for  Inflation 

Fiscal  Year  Ended  January  31,  1981 

Constant 

(millions)  As  Reported  Dollar  Basis 

Current 
Cost  Basis 

Net  retail  sales 
and  rental 
revenues 

$3,173.0 

$3,173.0 

$3,173.0 

Cost  of  sales  and 
other  related 
expenses 

2,602.2 

2,641.4 

2,602  2 

Depreciation  and 
amortization 

75.4 

120  6 

125.3 

Other  expenses 

276.8 

276.8 

276.8 

Earnings  before 
income  taxes 

218.6 

134.2 

168.7 

Provision  for 
income  taxes 

101  7 

101.7 

101  7 

Effective  income 
tax  rate 

46.5% 

75.8% 

60.3% 

Net  earnings 

$  116.9 

$  32.5 

$  67.0 

Gam  from  decline  in 

purchasing  power  of 

net  amounts  owed  $  49.7 

Increase  in  general  price  level  of 
inventories  and  property  and 
equipment  during  the  year 

Increase  in  current  cost  of  inventories 
and  property  and  equipment 

Excess  of  increase  in  general  price 
level  over  increase  in  current  cost 

$  49.7 

$  227.6 

121.2 

$  106.4 

Adjustments-Both  Constant  Dollar  and 
Current  Cost  Basis 

Net  retail  sales  and  rental  revenues  and  other 
operating  expenses  are  considered  to  approxi- 
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mate  average  1980dollarsand,  therefore,  remain  greater  rate  in  1980  than  that  experienced  by 
unchanged  under  both  methods  from  the  the  Company,  cost  of  saies  increased  under  this 
amounts  presented  in  the  financiai  statements,  method. 

Depreciation  expense  was  computed  under  Property  and  equipment  and  property  ieased 
the  same  methods  and  estimated  usefui  iives  as  under  capitai  ieases  are  adjusted  to  refiect  the 
used  in  the  primary  financiai  statements.  restatement  into  average  1980  doiiars  using  the 

The  provision  for  income  taxes  is  identicai  change  in  the  CPi-U  since  the  date  the  reiated 
to  the  amount  in  the  financiai  statements  under  fixed  assets  were  acquired,  or  the  capitai  ieases 
both  methods.  Federai  and  state  income  tax  iaws  were  entered  into, 
do  not  aiiow  adjustments  to  cost  of  saies  or  Adjustments-Current  Cost  Basis 
depreciation  expense  for  the  effects  of  generai  The  Company  uses  the  LiFO  (iast-in,  first-out)  in- 
infiation  as  determined  in  this  statement.  As  a  ventory  method  for  substantiaiiy  aii  inventories 
resuit,  the  Company  incurs  income  taxes  at  a  rate  and  this  resuits  in  cost  of  saies  which  approxi- 
of  75.8%  in  terms  of  1980  doiiars  under  the  con-  mates  current  cost. 

stant  doiiar  method  and  60.3%  under  the  cur-  Current  cost  of  retaii  and  reiated  support 
rent  cost  method,  both  significantiy  in  excess  buiidings  and  equipment  was  caicuiated  using 
of  the  effective  rate  of  46.5%)  shown  in  the  finan-  engineering  estimates  of  current  cost  and  the 
ciai  statements.  productive  capacity  of  such  faciiities  as  deter- 

The  "Gain  From  Deciine  in  Purchasing  Power  mined  by  anaiyticai  techniques.  Each  faciiity  was 
of  Net  Amounts  Owed”  represents  the  benefit  of  anaiyzed  to  determine  the  size  necessary  to  main- 
having  net  outstanding  iiabiiities  which  wili  be  tain  its  present  sales  voiume  (as  if  repiaced)  using 
repaid  in  dollars  of  less  value.  This  amount  is  current  construction  techniques  and  design.  All 
calculated  using  the  Company's  average  net  significant  facilities  and  retail  operations  were 
monetary  liabilities  for  1980,  which  consist  included  in  the  determination  of  current  cost 
primarily  of  accounts  receivable,  current  values.  These  estimates  have  been  calculated 
liabilities  and  long-term  debt,  multiplied  by  the  in  accordance  with  industry  guidelines  provided 
change  in  CPI-U  in  1980.  Monetary  assets  and  by  the  National  Retail  Merchants  Association, 
liabilities  are  those  which  are  or  will  be  con-  Current  cost  of  income  producing  real  estate 
verted  into  a  fixed  number  of  dollars  regardless  was  estimated  based  upon  current  construction 
of  the  effects  of  general  inflation.  This  amount  costs. 

does  not  represent  funds  available  for  distribu-  At  January  31,  1981  the  current  cost  of  in- 
tion  to  stockholders  or  income  as  it  is  presently  ventory  was  $543.7  million  and  the  current  cost 
defined  in  the  financial  statements.  of  property  and  equipment,  net  of  accumulated 

Adjustments— Constant  Dollar  Basis  depreciation,  was  $1,463.4  million. 

Under  this  method,  cost  of  sales  is  adjusted  to 
show  the  effect  of  general  inflation  on  inventories 
using  the  CPI-U.  Since  the  CPI-U  increased  at  a 

Comparison  of  Selected  Supplementary  Financial  Data 

_ Restated  to  Average  1980  Dollars  (except  for  historical  amounts) _ 

(millions,  except  per  share) _ 1980 _ 1979 _ 1978  1977 

Net  retail  sales  and  rental  revenues  $3,173.0  $3,374.0  $3,457.1  $3,262.2 

Constant  dollar  information; 

Net  earnings  32.5  36.9 

Net  earnings  per  common  share  1,10  1.26 

Net  assets  at  year-end  1,549.1  1,536.3 

Current  cost  information: 

Net  earnings  67.0  78.2 

Net  earnings  per  common  share  2.29  2.69 

Net  assets  at  year-end  1,604.5  1,688.2 

Excess  of  increase  in  general  price  level 
over  increase  in  current  cost  106.4  27.5 

Gam  from  decline  in  purchasing 

power  of  net  amounts  owed  49.7  70.5 

Cash  dividends  per  common  share; 

Historical  amount  l.SO'A  1.37  1.25  1.15 

Adjusted  for  general  inflation  1.50^  1.55  1.58  1.57 

Market  price  per  common  share  at  year-end: 

Historical  amount  24.88  23.88  24.88  23.50 

Adjusted  for  general  inflation  23.79  25.50  30.27  31.27 

Average  Consumer  Price  Index  249.1  219.8  196.9  182.5 
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1976 

$3,191.0 


1.10% 

1.61 

29.50 

41.92 

171.2 


Management's  Discussion  and 
Analysis  of  Financial  Condition 


The  Company’s  financial  policies  are  designed 
to  provide  a  strong  and  conservative  capital 
structure  using  flexible  sources  of  funds.  The 
objective  is  to  assure  access  to  capital  at  all 
times  and  minimize  capital  costs. 

Capital  Structure 

Total  debt,  which  includes  long-term  debt,  capital¬ 
ized  lease  obligations,  current  maturities  of  long¬ 
term  debt  and  redeemable  preferred  stock,  was 
37.0%  of  total  capitalization  at  the  end  of  1980, 
compared  with  41.3%  and  40.8%  at  the  end  of 
1979  and  1978,  respectively.  Total  capitalization 
at  the  end  of  1980  included  $99.0  million  of  non- 
current  deferred  income  taxes  and  deferred  in¬ 
vestment  tax  credits,  which  the  Company  con¬ 
siders  an  integral  part  of  its  total  capitalization. 

The  improvement  in  the  ratio  of  debt  to  total 
capitalization  for  the  most  recent  year  occurred 
because  the  Company  incurred  only  $8.1  million 
of  new  debt  (including  capitalized  lease  obliga¬ 
tions),  while  equity  increased  by  $76.2  million, 
debt  amortization  totaled  $30.6  mil  1  ion  and  $32. 1 
million  of  debt  was  transferred  to  Primac. 

Another  important  measure  of  financial  lever¬ 
age  is  the  test  for  coverage  of  fixed  charges. 
Coverage,  defined  by  the  Company  as  earnings 
before  gross  interest,  operating  lease  rentals  and 
taxes  divided  by  gross  interest  plus  rent,  was 
3.51  times  in  1980  compared  with  3.78  and 
3.90  in  1979  and  1978,  respectively.  Coverage 
declined  in  1980  largely  because  of  increases  in 
operating  lease  rentals  while  earnings  increased 
slightly. 

Capital  Requirements 

The  Company  follows  the  policy  of  funding  its 
permanent  working  capital  requirements  and 
capital  expenditure  commitments  with  retained 
earnings  supplemented  by  other  external  long¬ 
term  capital  sources.  Short-term  debt  is  used  to 
fund  seasonal  capital  requirements  to  the  extent 
necessary. 

Working  capital  has  increased  in  proportion 
to  sales  increases  over  the  past  three  years  from 
$517.6  million  to  $683.7  million.  $72.0  million 
at  January  31,  1981,  represented  the  net  pro¬ 
ceeds  from  the  real  estate  transaction  with  Pru¬ 
dential.  Also,  the  Company’s  capital  expenditures 
were  $134.4  million,  $140.6  million  and  $173.5 
million  in  1980,  1979  and  1978,  respectively, 
(1978  amount  reflects  the  acquisition  of  13  store 
sites  by  Venture). 


Dividend  payments  on  common  stock  have 
increased  from  $1.25  per  share  in  1978  to 
$1.50)4  per  share  in  1980.  The  Company’s  divi¬ 
dend  policy  is  based  upon  earnings,  capital  rein¬ 
vestment  requirements  and  comparable  industry 
practices.  The  objective  has  been  to  increase 
dividends  on  common  stock  consistent  with  earn¬ 
ings  growth  over  time.  Annual  increases  have 
averaged  10%  during  the  last  four  years. 

The  principal  elements  of  the  Company’s 
sources  of  cash  flow  are  represented  by  net  earn¬ 
ings  and  depreciation.  The  Company’s  cash  flow 
has  historically  been  among  the  highest  in  its 
industry  due  in  part  to  its  policy  of  owning,  to  the 
extent  reasonably  possible,  rather  than  leasing, 
the  assets  required  to  run  its  retail  business. 

A  major  source  of  capital  during  1980  was 
the  transaction  involving  the  financing  and 
transfer  of  real  estate  to  a  50%  owned  partner¬ 
ship  with  Prudential.  The  recognition  of  this  type 
of  appreciation  of  the  Company’s  owned  real 
properties  represents  a  unique  future  source  of 
capital. 

The  merger  with  Volume  Shoe  in  1979  was 
completed  by  the  issuance  of  6.5  million  shares 
of  common  stock. 

While  new  long-term  debt  obligationsincurred 
during  1980  were  insignificant,  additional  long¬ 
term  debt  incurred  in  1979  and  1978  amounted 
to  $86.8  million  and  $45.7  million,  respectively. 

The  Company’s  public  bonds  are  rated  AA  by 
Standard  and  Poor's  Corporation  and  A  by 
Moody’s  Investor  Service.  The  Company  believes 
these  investment  grade  bond  ratings  should 
provide  it  with  access  to  bond  markets  under 
virtually  all  circumstances. 


27 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Summary  of  Significant  Accounting  Policies 


Fiscal  Year 

The  Company’s  fiscal  year  ends  on  the  Saturday 
closest  to  January  31.  Fiscal  years  1980and  1979 
ended  on  January  31, 1981  and  Februaiy  2, 1980, 
respectively,  and  included  52  weeks.  Fiscal  year 
1978  ended  on  February  3,  1979,  and  included 
53  weeks. 

Basis  of  Reporting 

The  consolidated  financial  statements  include 
the  accounts  of  the  Company  and  all  wholly- 
owned  subsidiaries.  The  investment  in  Con¬ 
sumers  Distributing  Company  Limited  is 
accounted  for  under  the  equity  method.  At 
January  31,  1981,  the  carrying  value  of  this 
investment  was  written  down  by  $12.3  million 
to  reflect  its  estimated  realizable  value. 

Sales  and  Accounts  Receivable 
Sales  include  merchandise,  services,  finance 
charge  revenue  from  customer  accounts  receiv¬ 
able  and  sales  of  leased  departments.  Sales 
are  net  of  returns  and  excludesalestax.  In  accord¬ 
ance  with  trade  practice,  installments  maturing  in 
more  than  one  year  on  deferred  payment  ac¬ 
counts  receivable  have  been  included  in  current 
assets. 

Inventories 

Merchandise  inventories  are  valued  at  the  lower 
of  cost  or  market  as  determined  primarily  by  the 
retail  method,  and  are  stated  on  the  LIFO  (last-in, 
first-out)  cost  basis  for  department  stores  and 
Venture,  and  on  the  FIFO  (first-in,  first-out)  cost 
basis  for  Volume  Shoe. 

Depreciation  and  Amortization 
Property  and  equipment  are  depreciated  on  a 
straight-line  basis  over  the  estimated  useful  lives. 
Investments  in  properties  under  capital  leases 
are  amortized  over  the  related  lease  terms. 


Income  Taxes  and  Investment  Tax  Credit 

The  Company  provides  income  taxes  currently 
forall  items  included  in  the  statement  of  earnings 
regardless  of  when  such  taxes  are  payable. 
Deferred  taxes  arise  from  the  recognition  of 
revenue  and  expense  in  different  periods  for  tax 
and  financial  statement  purposes. 

Investment  tax  credits  are  deferred  and 
amortized  over  the  depreciable  lives  of  the 
related  property. 

Preopening  Expenses 

Costs  associated  with  the  opening  of  new  stores 
are  expensed  during  the  year  incurred. 

Excess  of  Cost  Over  Net  Assets  of 
Purchased  Businesses 
The  excess  of  cost  over  net  assets  of  businesses 
purchased  after  1970  ($2.3  million  at  January  31, 
1981)  is  being  amortized  on  the  straight-line 
method  over  40  years.  The  excess  of  cost  over 
net  assets  of  businesses  purchased  prior  to  1971 
($9.6  million  at  January  31,  1981)  is  not  being 
amortized  since  there  is  no  present  indication  of 
any  impairment  in  the  value  of  these  intangibles. 
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Consolidated  Statement  of  Earnings 


The  May  Department  Stores  Company  and  Subsidiaries 


52  Weeks  Ended 

52  Weeks  Ended 

53  Weeks  Ended 

(thousands,  except  per  share) 

January  31, 1981 

February  2, 1980 

February  3, 1979 

Net  Retail  Sales 

$3,149,807 

$2,956,519 

$2,716,636 

Rental  Revenues 

23,169 

20,671 

16,023 

Cost  and  Expenses: 

3,172,976 

2,977,190 

2,732,659 

Cost  of  sales  and  other  related  expenses 

2,602,175 

2,427,662 

2,229,244 

Advertising  and  sales  promotion 

97,560 

86,611 

78,576 

Taxes  other  than  income  taxes 

72,027 

69,523 

64,172 

Depreciation  and  amortization 

75,393 

70,563 

61,840 

Maintenance  and  repairs 

26,264 

25,970 

22,009 

Operating  lease  rentals  of  real  property 

32,153 

26,831 

19,404 

Retirement  and  profit  sharing  expense 

13,197 

13,230 

12,696 

Interest  expense,  net 

37,964 

39,941 

39,935 

Gain  on  disposition  of  real  estate 
Write-down  of  investment  in  Consumers 

(14,690) 

- 

- 

Distributing  Company  Limited 

12,303 

- 

- 

Earnings  from  continuing  operations 

2,954,346 

2,760,331 

2,527,876 

before  income  taxes 

218,630 

216,859 

204,783 

Provision  for  income  taxes 

101,715 

103,635 

100,838 

Earnings  from  continuing  operations 

116,915 

113,224 

103,945 

Loss  from  discontinued  operations 

- 

- 

(3,171) 

Net  Earnings 

Earnings  per  common  share: 

$  116,915 

$  113,224 

$  100,774 

Continuing  operations 

$  4.01 

$  3.90 

$  3.61 

Discontinued  operations 

- 

- 

(.11) 

Net  Earnings  Per  Common  Share 

$  4.01 

$  3.90 

$  3.50 

See  the  Financial  Review  and  Summary  of  Significant  Accounting  Policies. 
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Consolidated  Balance  Sheet 


The  May  Department  Stores  Company  and  Subsidiaries 

(thousands) 

January  31, 1981 

February  2, 1980 

Assets 

Current  Assets: 

Cash,  including  marketable  securities  of 
$117,390  and  $56,891,  respectively 

$  139,885 

$  82,603 

Accounts  receivable 

698,639 

636,468 

Merchandise  inventories 

423,579 

411,854 

Other  current  assets 

23,312 

18,319 

Total  Current  Assets 

1,285,415 

1,149,244 

Property  and  Equipment,  net 

828,054 

800,991 

Investment  in  Property  under  Capital  Leases,  net 

48,978 

48,398 

Other  Assets 

96,897 

108,303 

Total  Assets 

$2,259,344 

$2,106,936 

Liabilities  and  Common  Stockholders’  Investment 

Current  Liabilities; 

Notes  payable  and  current  maturities  of 
long-term  debt 

$  18,407 

$  24,054 

Accounts  payable 

274,165 

262,899 

Accrued  expenses 

147,144 

135,897 

Income  taxes 

161,956 

156,548 

Total  Current  Liabilities 

601,672 

579,398 

Long-term  Debt 

484,552 

535,691 

Capitalized  Lease  Obligations 

59,974 

59,939 

Other  Liabilities 

141,526 

126,644 

Unrealized  Appreciation— 

Rea!  Estate  Partnership 

90,158 

Common  Stockholders’  Investment 

881,462 

805,264 

Total  Liabilities  and 

Common  Stockholders'  Investment 

$2,259,344 

$2,106,936 

See  the  Financial  Review  and  Summary  of  Significant  Accounting  Policies. 
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Consolidated  Statement  of  Changes 
in  Financial  Position 


The  May  Department  Stores  Company  and  Subsidiaries 

52  Weeks  Ended 

52  Weeks  Ended 

53  Weeks  Ended 

(thousands)  January  31, 1981 

Source  of  Working  Capital: 

February  2, 1980 

February  3,  1979 

Net  earnings  from  continuing  operations 

$116,915 

$113,224 

$103,945 

Depreciation  and  amortization 

Working  capital  from  Primac 

75,393 

70,563 

61,840 

transaction,  net  of  gain  realized 

Deferred:  income  taxes  (noncurrent). 

57,372 

- 

- 

employee  benefits  and  ITC 

14,895 

16,582 

14,031 

Write-down  of  investment  in  CDC 

Income  of  affiliated  partnerships  and  equity 

12,303 

- 

- 

in  undistributed  earnings  of  CDC 

(2,287) 

(4,057) 

(4,401) 

Working  capital  from  discontinued  operations 

- 

- 

(2,496) 

Working  capital  provided  from  operations 
Distributions  from  (advances  to) 

274,591 

196,312 

172,919 

affiliated  partnerships 

31,119 

(25,242) 

(4,553) 

Common  stock  issued  from  treasury 

6,266 

6,980 

7,211 

Issuance  of  long-term  debt 

5,363 

86,770 

45,667 

Obligations  incurred  under  capital  leases 

2,731 

17,256 

1,705 

Disposition  of  property  and  equipment 

2,676 

4,411 

2,089 

Sale  of  property  of  Consumers 

- 

— 

6,316 

Use  of  Working  Capital: 

322,746 

286,487 

231,354 

Property  and  equipment  additions 

131,032 

125,491 

172,330 

Dividends  paid 

44,143 

36,083 

30,796 

Investment  in  CDC 

Repayments  and  current  maturities  of 

- 

23,000 

long-term  debt 

24,829 

26,632 

15,196 

Additions  to  property  under  capital  leases 

3,404 

15,159 

1,158 

Repurchase  of  common  and  preferred  stock 

2,844 

4,595 

5,052 

Other 

2,597 

2,874 

7,250 

208,849 

210,834 

254,782 

Increase  (decrease)  in  working  capital 

Increase  (Decrease)  in  Components  of 
Working  Capital: 

Current  Assets: 

$113,897 

$  75,653 

$  (23,428) 

Cash  and  marketable  securities 

$  57,282 

$  59,528 

$(91,331) 

Accounts  receivable 

62,171 

55,636 

61,517 

Merchandise  inventories 

11,725 

41,693 

58,683 

Other  current  assets 

4,993 

55 

(11,613) 

Current  Liabilities: 

Notes  payable  and  current  maturities 

136,171 

156,912 

17,256 

of  long-term  debt 

5,647 

16,088 

(14,336) 

Accounts  payable 

(11,266) 

(41,149) 

(12,086) 

Accrued  expenses 

(11,247) 

(10,772) 

(7,500) 

Income  taxes 

(5,408) 

(45,426) 

(6,762) 

(22,274) 

(81,259) 

(40,684) 

Increase  (decrease)  in  working  capital  $113,897 

See  the  Financial  Review  and  Summary  of  Significant  Accounting  Policies. 

$  75,653 

$  (23,428) 
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Consolidated  Statement  of 
Common  Stockholders^  Investment 


The  May  Department  Stores  Company  and  Subsidiaries 


(thousands,  except 
number  of  shares) 

Common  Stock 
Number 

of  Shares  Dollars 

Additional 

Paid-In 

Capital 

Retained 

Earnings 

Common 

Stockholders’ 

Investment 

Balance  at 

January  28, 1978, 

as  previously  reported 

26,433,060 

$44,056 

$30,258 

$586,563 

$660,877 

Cumulative  effect  of 
change  in  accounting  for 
vacation  pay 

(7,834) 

(7,834) 

Balance  at 

January  28, 1978, 

as  restated 

26,433,060 

44,056 

30,258 

578,729 

653,043 

Net  earnings 

— 

— 

— 

100,774 

100,774 

Dividends  paid: 

Common  stock  ($1.25  per  share) 

(30,442) 

(30,442) 

Preferred  stock 

_ 

_ 

_ 

(354) 

(354) 

Stock  split  of  Volume  Shoe 
prior  to  merger 

2,116,769 

3,528 

(2,664) 

(864) 

Common  stock  issued  from 
treasury  for; 

Contribution  to  Profit 

Sharing  and  Savings  Plan 

224,761 

374 

4,607 

4,981 

Exercise  of  stock  options 

163,300 

272 

1,958 

_ 

2,230 

Purchase  of  common  stock 
for  treasury 

(204,700) 

(341) 

(4,697) 

(5,038) 

Retirement  of  preferred  stock 

- 

- 

24 

- 

24 

Balance  at 

February  3, 1979 

28,733,190 

47,889 

29,486 

647,843 

725,218 

Net  earnings 

— 

— 

— 

113,224 

113,224 

Dividends  paid: 

Common  stock  ($1.37  per  share) 

(35,733) 

(35,733) 

Preferred  stock 

— 

— 

— 

(350) 

(350) 

Common  stock  issued  from 
treasury  for: 

Contribution  to  Profit 

Sharing  and  Savings  Plan 

232,624 

388 

5,175 

5,563 

Exercise  of  stock  options 

74,800 

124 

828 

— 

952 

Restricted  stock  plan 

17,300 

29 

436 

— 

465 

Conversion  of  notes  payable  of 
Volume  Shoe  prior  to  merger 

95,681 

159 

191 

350 

Purchase  of  common  stock 
for  treasury 

(182,438) 

(304) 

(4,230) 

(4,534) 

Retirement  of  preferred 
stock 

109 

_ 

109 

Balance  at 

February  2, 1980 

28,971,157 

$48,285 

$31,995 

$724,984 

$805,264 

32 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Consolidated  Statement  of 

Common  Stockholders^  Investment  (continued) 


The  May  Department  Stores  Company  and  Subsidiaries 


(thousands,  except 
number  of  shares) 

Common  Stock 
Number 

of  Shares  Dollars 

Additional 

Paid-In 

Capital 

Retained 

Earnings 

Common 

Stockholders' 

Investment 

Balance  at 

February  2, 1980 

28,971,157 

$48,285 

$31,995 

$724,984 

$805,264 

Net  earnings 

_ 

_ 

_ 

116,915 

116,915 

Dividends  paid: 

Common  stock  ($1.50)4 
per  share) 

(43,792) 

(43,792) 

Preferred  stock 

— 

— 

— 

(351) 

(351) 

Common  stock  issued 
from  treasury  for: 
Contribution  to  Profit 

Sharing  and  Savings  Plan 

233,115 

389 

4,989 

5,378 

Exercise  of  stock  options 

41,952 

71 

204 

— 

275 

Restricted  stock  plan 

27,200 

45 

568 

— 

613 

Purchase  of  common  stock 
for  treasury 

(128,900) 

(215) 

(2,622) 

(2,837) 

Retirement  of  preferred  stock 

- 

- 

(3) 

- 

(3) 

Balance  at 

January  31, 1981 

29,144,524 

$48,575 

$35,131 

$797,756 

$881,462 

Common  stock  has  a  par  value  of  $1.66%  per  share  and  60  million  shares  are  authorized. 
See  the  Financial  Review  and  Summary  of  Significant  Accounting  Policies. 
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Ten  Year  Summary 


The  May  Department  Stores  Company  and  Subsidiaries 

(millions,  except  per  share) 

1980 

1979 

1978 

Operations— 

Net  retail  sales  and  rental  revenues 

Cost  of  merchandise  sold  (including 

$3,173.0 

$2,977.2 

$2,732.7 

occupancy  and  buying  costs) 

Selling,  general  and  administrative 

2,267.9 

2,120.0 

1,948.9 

and  other  expenses 

650.9 

600.5 

539.1 

Interest  expense,  net 

Earnings  from  continuing  operations 

38.0 

39.9 

39.9 

before  income  taxes 

218.6 

216.8 

204.8 

Percent  of  sales  and  revenues 

6.9% 

7.3% 

7.5% 

Income  taxes 

101.7 

103.6 

100.8 

Earnings  from  continuing  operations 

116.9 

113.2 

104.0 

Percent  of  sales  and  revenues 

3.7% 

3.8% 

3.8% 

Net  earnings 

116.9 

113.2 

100.8 

Dividends  on  common  stock 

43.8 

35.7 

30.4 

Dividends  on  preferred  stock 

0.4 

0.4 

0.4 

Capital  expenditures 

134.4 

140.6 

173.5 

Depreciation  and  amortization 

75.4 

70.6 

61.8 

Cash  flow  from  operations 

192.3 

183.8 

162.6 

Per  Common  Share— 

Earnings  from  continuing  operations 

$  4.or 

$  3.90 

$  3.61 

Net  earnings 

4.01 

3.90 

3.50 

Dividends 

1.50^2 

1.37 

1.25 

Common  stockholders'  investment 

Return  on  common  stockholders’  beginning 

30.24 

27.80 

25.24 

investment 

14.5% 

15.6% 

15.4% 

Financial  Position— 

Accounts  receivable 

$  698.6 

$  636.5 

$  580.8 

Merchandise  inventories 

423.6 

411.9 

370.2 

Working  capital 

683.7 

569.8 

494.2 

Property  and  equipment,  net 

Long-term  debt,  capitalized  lease  obligations 

828.1 

801.0 

748.2 

and  redeemable  preferred  stock 

554.0 

605.1 

531.8 

Common  stockholders’  investment 

881.5 

805.3 

725.2 

Total  assets 

2,259.3 

2,106.9 

1,852.8 

Stores  Open  at  Year-End- 

Department  stores 

133 

128 

123 

Venture 

45 

45 

43 

Volume  Shoe 

978 

811 

643 

Average  Common  Shares  Outstanding 

(in  thousands) 

Alt  years  are  SZ-week  fiscal  years,  except  1978  and  1972 

29,081 

which  included  53  weeks. 

28,916 

28,691 

34 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


1977 

1976 

1975 

1974 

1973 

1972 

1971 

$2,390.0 

$2,193.1 

$2,024.6 

$1,765.3 

$1,621.5 

$1,527.9 

$1,374.5 

1,702.4 

1,575.1 

1,441.1 

1,260.3 

1,143.2 

1,115.7 

1,006.0 

473.2 

438.1 

412.5 

381.6 

350.6 

292.4 

261.7 

35.2 

32.8 

30.7 

26.8 

21.6 

18.3 

17.1 

179.2 

147.1 

140.3 

96.6 

106.1 

101.5 

89.7 

7.5% 

6.7% 

6.9% 

5.5% 

6.5% 

6.6% 

6.5% 

87.7 

73.0 

70.4 

48.2 

53.6 

51.3 

45.7 

91.5 

74.1 

69.9 

48.4 

52.5 

50.2 

44.0 

3.8% 

3.4% 

3.5% 

2.7% 

3.2% 

3.3% 

3.2% 

91.3 

74.5 

69.9 

47.0 

50.4 

50.1 

43.8 

27.2 

25.8 

24.6 

24.6 

24.7 

24.7 

24.6 

0.4 

0.4 

0.5 

0.5 

0.5 

0.5 

0.5 

99.0 

92.0 

86.2 

96.7 

72.0 

58.4 

54.3 

55.2 

48.0 

43.2 

36.5 

32.7 

30.7 

28.5 

146.5 

122.5 

113.1 

83.5 

83.1 

80.8 

72.3 

$  3.17 

$  2.56 

$  2.41 

$  1.66 

$  1.78 

$  1.70 

$  1.51 

3.16 

2.57 

2.41 

1.61 

1.71 

1.70 

1.50 

1.15 

1.10% 

1.06% 

1.06% 

1.06% 

1.06% 

1.06% 

22.89 

20.68 

19.06 

17.50 

16.57 

15.77 

14.96 

15.5% 

13.7% 

14.0% 

9.8% 

11.0% 

11.5% 

10.7% 

$  519.3 

$  471.5 

$  427.2 

$  407.1 

$  377.6 

$  325.1 

$  293.9 

311.5 

278.3 

266.5 

218.7 

209.6 

222.9 

207.0 

517.6 

425.5 

379.0 

359.1 

336.1 

331.6 

285.8 

637.6 

597.0 

551.9 

525.8 

469.5 

432.2 

413.8 

506.8 

470.8 

424.5 

410.3 

370.5 

332.7 

297.2 

653.0 

591.0 

545.0 

499.5 

479.4 

458.7 

434.0 

1,703.0 

1,527.5 

1,471.5 

1,272.5 

1,190.3 

1,096.0 

1,010.0 

118 

113 

109 

103 

94 

90 

87 

27 

24 

20 

15 

15 

12 

10 

559 

510 

490 

506 

481 

432 

384 

28,816 

28,853 

28,791 

28,943 

29,151 

29,176 

28,817 
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Management's  Responsibility  and  Auditors^  Report 


Report  of  Management 

Basic  responsibility  for  the  integrity  and  objec¬ 
tivity  of  the  financial  information  presented  in 
this  annual  report  rests  with  management  of  the 
Company.  The  financial  statements  in  this  report 
have  been  prepared  in  conformity  with  generally 
accepted  accounting  principles.  Where  necessary 
and  appropriate,  certain  estimates  and  judge¬ 
ments  have  been  applied,  based  on  currently 
available  information  and  management’s  view  of 
current  conditions  and  circumstances.  Manage¬ 
ment  uses  the  services  of  specialists  within  and 
outside  the  Company  in  making  such  estimates 
and  judgements. 

Management  maintains  a  system  of  account¬ 
ing  and  controls,  including  an  internal  audit  pro¬ 
gram,  to  provide  reasonable  assurance  that 
assets  are  safeguarded  against  loss  from  unautho¬ 
rized  use  or  disposition  and  that  accounting 
records  provide  a  reliable  basis  for  the  prepara¬ 
tion  of  financial  statements.  The  system  of  con¬ 
trols  includes  the  careful  selection  of  people,  a 
division  of  responsibilities  and  the  application  of 
formal  policies  and  procedures  that  are  consis¬ 
tent  with  high  standards  of  accounting  and  ad¬ 
ministrative  practices.  An  important  element  of 
this  system  is  a  comprehensive  internal  audit 
program. 

Management  continually  reviews,  modifies 
and  improves  its  systems  of  accounting  and 
controls  in  response  to  changesinbusiness  condi¬ 
tions  and  operations  and  to  recommendations  in 
the  reports  prepared  by  the  independent  public 
accountants  and  internal  auditors.  Management 
believes  that  the  accounting  and  control  systems 
provide  reasonable  assurance  that  assets  are 
safeguarded  and  financial  information  is  reliable. 

Management  believes  that  it  is  essential  for 
the  Company  to  conduct  its  business  affairs  in 
accordance  with  the  highest  ethical  standards 
and  in  conformity  with  the  law. 

Audit  Committee  of  the  Board  of  Directors 
The  Board  of  Directors,  through  the  activities  of 
its  Audit  Committee,  participates  in  the  reporting 
of  financial  information  by  the  Company.  The 
Committee  meets  regularly  with  management,  the 
internal  auditors  and  representatives  of  the  Com¬ 
pany’s  independent  public  accountants.  The 
Committee  met  three  times  during  1980  and  re¬ 
viewed  the  scope,  timing  and  fees  for  the  annual 
audit  and  the  results  of  audit  examinations  com¬ 
pleted  by  the  internal  auditors  and  independent 
public  accountants,  including  the  recommenda¬ 
tions  to  improve  certain  internal  controls  and 
the  follow-up  reports  prepared  by  management. 


Representatives  of  the  independent  public 
accountants  and  the  internal  auditors  have  free 
access  to  the  Committee  and  the  Board  of  Direc¬ 
tors  and  attend  each  meeting  of  the  Committee. 

The  members  of  the  Audit  Committee  are 
Messrs.  Richard  R.  Shinn  (chairman),  Robert  H. 
Levi,  Edward  H.  Meyer  and  J.  S.  Webb. 

The  Audit  Committee  reports  the  results  of 
its  activities  to  the  full  Board  of  Directors. 


Auditors’  Report 

To  the  Board  of  Directors  and  Stockholders  of 
The  May  Department  Stores  Company: 

We  have  examined  the  consolidated  balance 
sheets  of  The  May  Department  Stores  Company 
(a  New  York  corporation)  and  subsidiaries  as  of 
January  31, 1981  and  February  2, 1980,  and  the 
related  consolidated  statements  of  earnings,  com¬ 
mon  stockholders’  investment  and  changes  in 
financial  position  for  each  of  the  three  fiscal 
years  in  the  period  ended  January  31, 1981.  Our 
examinations  were  made  in  accordance  with 
generally  accepted  auditing  standards  and,  ac¬ 
cordingly,  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances. 
The  financial  statements  of  Volume  Shoe  Corpo¬ 
ration  which  are  included  in  the  February  3, 1979 
consolidated  financial  statements  and  which 
reflect  total  revenues  and  net  earnings  of  6% 
and  11%,  respectively,  of  the  consolidated  totals, 
have  been  examined  by  other  auditors  whose 
report  thereon  has  been  furnished  to  us. 

In  our  opinion,  based  upon  our  examinations 
and  the  report  of  other  auditors  as  indicated 
in  the  preceding  paragraph,  the  consolidated 
financial  statements  referred  to  above  present 
fairly  the  financial  position  of  The  May  Depart¬ 
ment  Stores  Company  and  subsidiaries  as  of 
January  31, 1981  and  February  2, 1980,  and  the 
results  of  their  operations  and  the  changes  in 
their  financial  position  for  each  of  the  three  fiscal 
years  in  the  period  ended  January  31,  1981,  in 
conformity  with  generally  accepted  accounting 
principles  applied  on  a  consistent  basis  after 
givi  ng  retroactive  effect  to  the  change  (with  which 
we  concur)  in  the  method  of  accounting  for 
vacation  pay,  in  accordance  with  the  provisions 
of  Statement  of  Financial  Accounting  Standards 
No.  43  and  as  explained  in  the  Financial  Review 
of  the  consolidated  financial  statements. 

St.  Louis,  Missouri, 

March  18, 1981  Arthur  Andersen  &  Co. 
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Directors  and  Officers 


Directors— Principal  Occupation 
David  E.  Babcock-Chairman  of  the  Executive 
Committee  of  the  Board  of  Directors 
Allan  J.  Bloostein— Vice  Chairman,  Department 
Stores 

John  W.  Boyle— Chairman  of  the  Board  of 
Directors  and  Chief  Financial  Officer 
Frank  W.  Clark,  Jr.— Executive  Vice  President 
and  General  Counsel 

Joan  Ganz  Cooney— President  and  a  Trustee  of 
Children’s  Television  Workshop 
David  C.  Farrell— President  and  Chief 
Executive  Officer 

John  W.  Hanley— Chairman  of  the  Board  and 
Chief  Executive  Officer  of  Monsanto 
Company 

James  L.  Hayes -President  and  Chief  Executive 
Officer  of  American  Management  Associations 
Raymond  L.  Klauer-Vice  Chairman  of  the  Board 
of  Directors  and  President,  Department 
Stores 

Henry  A.  Lay— Executive  Vice  President 


Committees  of  the  Board 

Executive  Committee: 

David  E.  Babcock,  Chairman 
JohnW.  Boyle,  Frank  W.  Clark,  Jr.,  David  C.  Farrell, 
John  W.  Hanley,  Raymond  L.  Klauer,  Henry  A.  Lay, 
Richard  R.  Shinn 

Executive  Compensation  and  Management 
Development  Committee: 

James  L.  Hayes,  Chairman 

Joan  Ganz  Cooney,  Edward  H.  Meyer 


Robert  H.  Levi— Chairman  of  the  Executive 
Committee  of  the  Board  of  Directors  of 
Mercantile-Safe  Deposit  and  Trust  Company 
Morton  D.  May— Director  of  the  Corporation 
Wilbur  D.  May— Ranch  Operator 
Edward  H.  Meyer— Chairman,  President  and 
Chief  Executive  Officer  of  Grey 
Advertising  Inc. 

Louis  Pozez— Chairman  and  Chief  Executive 
Officer  of  Volume  Shoe  Corporation 
Richard  R.  Shinn— Chairman  of  the  Board  and 
Chief  Executive  Officer  of  Metropolitan 
Life  Insurance  Company 
J.  S.  Webb— Vice  Chairman  of  the  Board 
of  TRW  Inc. 

*Murray  L.  Weidenbaum— Director  of  the 
Center  for  the  Study  of  American  Business, 
Washington  University 

•Resigned  in  February  of  1981  upon  appointment  as 
Chairman  of  the  President's  Council  of  Economic 
Advisers,  Washington,  D.C. 


Finance  Committee: 

John  W.  Boyle,  Chairman 
Frank  W.  Clark,  Jr.,  John  W.  Hanley, 

Henry  A.  Lay,  Louis  Pozez,  J.  S.  Webb 
Audit  Committee: 

Richard  R.  Shinn,  Chairman 

Robert  H.  Levi,  Edward  H.  Meyer,  J.  S.  Webb 

Nominating  Committee: 

John  W.  Hanley,  Chairman 
James  L.  Hayes,  Richard  R.  Shinn 


Officers 

David  C.  Farrell— President  and  Chief 
Executive  Officer 

John  W.  Boyle— Chairman  of  the  Board  and 
Chief  Financial  Officer 

Raymond  L.  Klauer-Vice  Chairman  of  the  Board 
and  President,  Department  Stores 
Allan  J.  Bloostein— Vice  Chairman,  Department 
Stores 

Frank  W.  Clark,  Jr.— Executive  Vice  President 
Henry  A.  Lay— Executive  Vice  President 
Jerome  T.  Loeb- Executive  Vice  President 


Otto  E.  Becker— Senior  Vice  President 
Albert  Halsband— Senior  Vice  President 
Bill  L.  Lucas— Senior  Vice  President 
Herbert  A.  Mack— Senior  Vice  President  and 
Secretary 

William  R.  H.  Martin— Senior  Vice  President 
Wilbur  D.  May— Vice  President 
Frank  J.  Williams,  Jr.— Vice  President 
Richard  W.  Honerkamp-Vice  President  and 
Treasurer 


Appointed  Vice  Presidents 


James  Abrams 
Robert  B.  Aldridge 
Stephen  B.  Appel 
Peter  J.  Babin 
Carl  A.  Caligiuri 


John  F.  Danahy 
Steven  J.  Douglass 
Douglas  W.  Dougherty 
Arthur  J.  Emma 
Louis  J.  Garr,  Jr. 


Frank  D.  Gunter 
John  G.  Rutenis 
John  F.  Strong 
Douglas  H.  Wilton 


R.  Dean  Wolfe 
Jean  C.  Zehner 
Michael  Zoroya 
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Raymond  L  Klauer 


Allan  J.  Bloosteii 


Wilbur  D.  May 
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Operating  Divisions,  Subsidiaries 


Building  Area  in  Thousands  of  Sqi 


Feet  Except  Where  Noted 


May  Co.,  California 

Raymond  L.  Klauer, 
President 

Edwin  W.  Steidle,  Chairman 
Total  Area:  7,371 
Downtown  —  1 ,063 
Wilshire-325 
Crenshaw— 266 
Lakewood— 348 
Laurel  Plaza— 429 
Eastland -342 
South  Bay— 353 
Mission  Valley  Center— 387 
Buena  Park-249 
Topanga  Plaza— 251 
West  Los  Angeles -250 
Whittier— 248 
South  Coast  Plaza— 250 
Arcadia-251 
San  Bernardino— 204 
Montclair  Plaza  — 156 
Carlsbad -150 
Oxnard  — 155 
Parkway  Plaza -115 
Tyler  Mall -150 
Eagle  Rock  Plaza  — 150 
The  City- 161 
Westminster- 155 
Los  Cerritos-28 
Fox  Hills  Mall-150 
Brea  Mall -143 
Thousand  Oaks— 150 
Mission  Viejo— 150 
LaJolla-152 
Pasadena— 50 
Sherman  Oaks— 140 
The  Hecht  Co., 
Washington-Baltimore 
Irwin  Zazulia,  President 
Edgar  S.  Mangiafico, 
Chairman 
Total  Area;  4,225 
Washington: 

Downtown  — 520 
Silver  Spring,  Md.— 255 
Parkington,  Va.-286 
Prince  Georges 
Plaza,  Md.-198 
Marlow  Heights,  Md.— 196 
Laurel,  Md.-83 
Landmark,  Va.  — 162 
Montgomery  Mall,  Md.— 216 
Tyson's  Corner,  Va.— 229 
Landover  Mall,  Md.  — 155 
Columbia,  Md.  — 160 
Manassas  Mall,  Va.  — 106 
Lake  Forest,  Md.-150 
Annapolis,  Md.  — 141 
Fair  Oaks,  Va.  — 160 
Baltimore: 

Downtown— 445 
Northwood  — 186 
Reisterstown  Road 
Mall -184 
Salisbury— 89 
Golden  Ring— 150 
Security  Square— 154 
Famous-Barr  Co.,  St.  Louis 
Richard  L.  Battram, 
President 
Wiiiiam  H.  Fischer, 

Chairman 


Total  Area:  3,439 
Downtown— 909 
Ciayton— 311 
Southtown— 303 
Northiand-343 
South  County— 212 
Northwest  Piaza— 369 
West  County -234 
Crestwood— 162 
St.  CiairSq.,  ili.-246 
Plaza  Frontenac— 32 
Springfield,  III. -139 
Alton  Square,  III.  — 179 
Kaufmann's,  Pittsburgh 
William  T.  Tobin,  President 
Elden  Rasmussen, 

Chairman 
Total  Area:  2,589 
Downtown  — 1,039 
Monroeville— 253 
Mount  Lebanon— 239 
McKnight  Road-211 
Rochester- 181 
Steubenville,  Ohio  — 132 
Erie- 160 

Westmoreland  Mall -156 
Ohio  Valley  Mall,  Ohio- 103 
Century  111  —  115 
The  May  Co.,  Cleveland 
H.  Gene  Nau,  President 
J.  Warren  Harris,  Chairman 
Total  Area;  2,938 
Downtown  — 1,045 
University  Heights— 350 
Southgate -205 
Parmatown— 305 
Great  Lakes  Mall -187 
Great  Northern— 213 
Sheffield-164 
Randall  Park- 177 
Euclid  Square— 177 
Sandusky— 115 
Meier  &  Frank,  Oregon 
Robert  J.  Rieland,  President 
James  H.  Coe,  Chairman 
Total  Area:  1,826 
Downtown— 670 
Lloyd  Center-311 
Salem- 188 
Eugene— 186 
Washington  Square— 171 
Vancouver  Mall, 

Wash. -120 
Clackamas— 180 
G.  Fox  &  Co.,  Hartford 
Marvin  Laba,  President 
Michael  J.  Babcock, 
Chairman 
Total  Area:  1,910 
Downtown— 817 
Naugatuck  Valley  Mall  - 177 
Enfield- 166 
Meriden  — 134 
Westfarms  Mall -209 
Midland  Mall,  R.I.-95 
Trumbull  — 170 
Holyoke,  Mass.  — 142 


The  M.  O’Neil  Co.,  Akron 

Joseph  S.  Davis,  President 
Clarence  A.  Randall, 
Chairman 
Total  Area:  1,791 
Downtown  — 776 
Coshocton— 30 
Canton  Plaza— 72 
Stow-Kent— 82 
Summit  Mall  — 169 
Chapel  Hill-169 
Mellett  Mall-120 
Richland  Mall -137 
Belden  Village- 133 

Rolling  Acres— 103 _ 

May— D&F,  Colorado 
John  H.  Eyier,  President 
Larry  C.  Masters,  Chairman 
Total  Area:  1,409 
Downtown— 414 
University  Hills— 186 
Westland -166 
Bear  Valley- 133 
North  Valley- 140 
Colorado  Springs— 95 
Fort  Collins— 50 
Southglenn  — 110 
Aurora  — 115 
Strouss,  Youngstown 
Fred  L.  Gronvall,  Chairman 
Total  Area:  1,056 
Downtown— 421 
Warren-26 
Salem— 23 
New  Castle,  Pa.— 66 
Liberty  Plaza-42 
Austmtown- 83 
Eastwood  Mall  — 152 
Southern  Park  Mall  — 167 
Shenango  Valley  Mall, 

Pa. -76 _ 

May-Cohens,  Florida 
Robert  B.  Cockayne, 
President 
Total  Area:  683 
Downtown— 323 
Regency  Square— 102 
Rooseveit  Mali -34 
Daytona  Beach  — 100 
Orange  Park— 99 
Gateway  Mall -25 
Venture 

Thomas  A.  Hays,  President 
Thomas  F.  Rafferty, 
Chairman 

Julian  M.  Seeherman, 

Vice  Chairman 
Total  Area:  5,334 
Chicago  Area  (2,545): 

Oak  Lawn -134 
Caiumet  City- 134 
Mt.  Prospect— 134 
Oakbrook— 134 
Matteson-134 
Orland  Park-116 
Countryside— 116 
Norridge— 117 
Ariington  Heights— 108 
Deerfield -102 
Ford  City- 105 


Glendale  Heights  — 102 
Merrillville,  lnd.-102 
Schaumburg— 112 
Kostner-109 
West  87th -104 
Halsted-109 
Skokie- 109 
45th  &  Pulaski -116 
Addison  — 116 
Downers  Grove— 116 
Griffith,  lnd.-116 
St.  Louis  Area  (1,507): 
Page  Avenue— 137 
Kirkwood  — 134 
Aiton,  ill. -133 
Fairview  Heights,  ill. -136 
Kingshighway— 134 
North  County -134 
St.  Charles- 136 
South  County— 111 
Fairmont,  ill.  — 108 
Maplewood— 136 
Festus-Crystal  City-94 
Woodcrest— 114 
Kansas  City  Area  (708): 
Overiand  Park,  Kan.- 134 
independence.  Mo.  — 134 
Kansas  City,  Mo.  — 134 
Kansas  City,  Kan.  — 134 
North  Kansas  City, 
Mo.-lOl 

Roeland  Park,  Mo.— 71 
Outlying  Areas  (574): 
Springfield,  Mo. -135 
Peoria,  III. -134 
Decatur,  III.- 104 
Moline,  III. -110 
Davenport,  Iowa— 91 

Volume  Shoe 

Louis  Pozez,  Chairman 
S.  Lee  Pozez,  President 
Total  Area:  2,934 
Number  of  Stores  by  State 
Alabama— 28 
Arizona  — 24 
Arkansas  — 18 
California— 87 
Colorado— 23 
Florida-53 
Georgia— 41 
Idaho— 10 
Illinois— 50 
Indiana— 30 
Iowa— 30 
Kansas— 30 
Kentucky— 14 
Louisiana— 47 
Michigan— 46 
Minnesota  — 17 
Mississippi— 27 
Missouri  — 53 
Montana  — 5 
Nebraska  — 19 
Nevada— 3 
New  Mexico— 18 
North  Dakota -5 
Ohio- 16 
Oklahoma— 39 
Oregon  — 19 
Pennsylvania— 4 


South  Dakota  — 5 
Tennessee— 34 
Texas— 127 
Utah -13 
Washington  — 16 
Wisconsin  — 21 
Wyoming— 6 
May  Centers,  Inc. 

William  M.  Harding, 
President 

Total  Gross  Leasable 
Square  Feet  in 
Thousands:  5,676 
'Partnerships  May  Centers, 
Inc.  operates 
'Partnership  Interest  only 

Southern  Calitornia 
(2,264): 

Eastland  Center-384 
'Mission  Valley  Center— 492 
'Topanga  Plaza— 366 
West  Los  Angeles— 31 
'Laurel  Plaza— 85 
'Plaza  Camino  Real  — 374 
'Eagle  Rock  Plaza  — 166 
'LaJolla  Village  Square- 147 
'LaJolla  Village  Center- 151 
'Parklabrea  Center— 68 
Washington,  D.C.  Area 
(812): 

Parkington  Center,  Va.  - 199 
'Montgomery  Mall,  Md.  — 341 
'Annapolis  Mall,  Md.  — 272 
St.  Louis  Area  (1,406): 
'Northland  Center— 321 
'South  County  Center— 409 
'West  County  Center— 159 
'St.  Clair  Square,  111.— 305 
Alton  Square,  III. -212 
Cleveland  Area: 

Sheffield  Center- 192 
Oregon  Area: 

'Vancouver  Mall, 

Wash. -410 
Hartford  Area  (384): 

Enfield  Square— 190 
Meriden  Square— 194 
Denver  Area: 

'Westland  Center -208 
Other  Property  Interests: 
'Parklabrea  — 

Los  Angeles,  Calif. 

Railway  Exchange  Building, 
St.  Louis,  Mo. 

'Mission  Viejo  Center,  Calif. 

May  Merchandising 
Corporation,  New  York 
Kenneth  Kolker,  Chairman 
Bernard  Olsoff,  President 
May  Department  Stores 
International,  Inc. 

Martin  Bloom,  President 
The  May  Design  and 
Construction  Company 
John  G.  Rutenis,  President 
John  F.  Strong,  Chairman 
Eagle  Stamp  Company 
Roy  R.  Paulson,  President 
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Annual  Meeting 

The  next  Annual  Meeting  of  the  stockholders  of 
The  May  Department  Stores  Company  will  beheld 
at  10  a.m.,  Friday,  June  19,  1981,  in  the  audito¬ 
rium  on  the  ninth  floor  of  the  Famous-Barr  Co. 
store,  6th  and  Olive  Streets,  St.  Louis,  Missouri. 
A  formal  notice  of  the  meeting,  together  with  a 
proxy  statement  and  a  form  of  proxy,  is  being 
mailed  to  each  stockholder. 

Capital  Stock 

Shares  of  The  May  Department  Stores  Company 
common  stock  are  listed  and  traded  on  The  New 
York  Stock  Exchange  (symbol  MA)  and  The  Pacific 
Stock  Exchange  (symbol  MA). 

10-K  Reports  Available 

Copies  of  the  Company's  annual  report  to  the 
SEC  (Form  10-K),  and  quarterly  reports  to  the  SEC 
(Form  10-0),  will  be  mailed  to  stockholders  upon 
request  to:  Director,  Corporate  Information 
Center,  The  May  Department  Stores  Company, 
611  Olive  Street,  St.  Louis,  Missouri  63101. 


Auditors 

Arthur  Andersen  &  Co. 

One  Memorial  Drive 
St.  Louis,  Missouri  63102 

Design  Consultants 

Chermayeff  &  Geismar  Associates 
830  Third  Avenue 
New  York,  New  York  10022 
Newcomb  House,  Inc. 

11500  Olive  Street  Road 
St.  Louis,  Missouri  63141 

Insurance  Broker  and  Consultant 

Marsh  &  McLennan  Companies,  Inc. 
1221  Avenue  of  the  Americas 
New  York,  New  York  10020 

Investment  Bankers 

Morgan  Stanley  &  Co.,  Incorporated 

1251  Avenue  of  the  Americas 

New  York,  New  York  10020 

E.  F.  Hutton  &  Co.,  Inc 

One  Battery  Park 

New  York,  New  York  10004 

Pension  Consultant 

Kwasha  Lipton 

429  Sylvan  Avenue 

Englewood  Cliffs,  New  Jersey  07632 

Transfer  Agent  and  R^istrar 

St.  Louis  Union  Trust  Company 
510  Locust  Street 
St.  Louis,  Missouri  63101 
(314)  231-9300 
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